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FOREWORD

Traditionally vocational education has been geared primarily
to preparing students for employment--to prepaving employees.
Yet there is another career path available; s:tudents can learn
how to set up and manage their own businesses. They can become
Entropra1eurs.

Vecational education, by its very nature, is well suited to
develcping entrepreneurs. It is imporrant that entrepreneurship
education be developed and incorporated as a distinct but integral
part of all vocational education program arsas. A Program for
Acquiring Competence 1n Eutrepreneurship (PACE) represents a way
to initiate further action in this dirsction.

The strength behind these instructional units is the interest
in the state of Ohio and across the nation. Special recognition is
extended to the project staff: Lorraine T. Furtado, Project Director
and Lee Kopp, Program Associate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman
Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to
those consultants who contributed to the content of this publication:
Carol Lee Bodeen, Louls G. Gross, Douglass Guikema, Peter G. Haines,
Philiv S. Manthey, Charles S, McDowell, Mary E. McKnight, Steven R.
Miller, Barbara §. Riley, Barbara A. Rupp, Ruth Ann Snyder, Robert L.
Suttle, Florence M. Wellman and Rov H. Young.

Robert [. Taylor
Executive Director
The National Center for
Research in Vocational Education



HOW TO USE PACE

A Program for Acquirin om e n
(PACE) 1is a curriculum responsive to the n:ed
in entrepreneurship. imarily L
including four year t
also be adapted for
arts (1) Gattlng Rea

5 R =
for the three levels to help yDu in your chalgei Al;@
s f definitions you might need to look up or research
re

When you are ready to start, turn to the level you huve chosen,
i*

take the preassessment and identify those ems which you feel need
speclal attention in the unir.  Alse lool the learning objectives;
L you wha  ou uld " - able to do by the time vou

tnish that level of learning.

As you read, you will notice
the substantive content portion o
to guide your readiup,

At the ond 7 each level of learning are activities whizh help
sou beeee ylved with the content presented in the unit. You and
your iﬂﬁEfHLEuf can decide on how many activities you should do; you
may want to do several or you many need to do all.

r
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OVER: IBH .OF THE UNIT

Government regulatior

o
federal levels. The numb
small businesses seems to

more c;mpléXKE The entrepren
attorney and 2n accountant in

the various laws 1s wise.

reguLatla s. The unit wil
how te comply, and where

ix
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ing these. befeore you b 5
level.

EXPOSURE
license
monopolies
license

You might want to lock up some of t
or more anticipated responsibilities.
xi

17

used in each level. Know-

begin might help you to better understand that

trademark
retainer fee

exemption

excise tax

remit

price diserimination

listed in the Exploration level.

-hese terms, should they refer to ocne



O

ERIC

Aruitoxt provided by Eic:

Advertising -
packaging

Agents and brokers

Antitrust matters

Arbitration - role
in disputes

Bankruptcy

Roard of Directors

Brand names

Buying and selling -
terms and conditions

Checks - forgeries,
fraud

25
Competitors stealing
employees
Corporate form
Employer and
employee
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FALE
PATH OF STUDY
PART I-- GETTING READY TO BECOME AN ENTREPRENEUR

Unit T A

Unit I B

Unict I C

=1
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 PART II-- BECOMING AN RENEUR

overnment Regulatigns and
Small Business

Unit II F

Unit II G

PART III-- BEING AN ENTREPRENEUR
Unit III A
-Uﬁic III B
Unit -III C
Unit IIL D
Unit III E
Unit III F
Unit III G

Unit TII H
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EXPOSURE - PART 11, UNIT D
| GOVERNMENT REGULATIONS
AND SMALL BUSINESS

"PREASSESSMENT
Héré are somézquestiéns that test fof‘knowledge of the con-
tents of this level. If you are very familiar with the inférmés
tion needed é@,answef them, perhaps you should ga to another level
.or unit -- check with your inétfuctor; Otherwise, jot down your
answérs. After you've read thféugh this 1&?&1,{také the postassess-
ment at the end of the "Egéésure Activities" séétian and measure
whatvyau'ﬁe”learned;
- 1.% It has Gftén Eeen said thgt small Eusiness-owﬁe:s feel
thét federél regulations are more of;a burdeﬁ than an
) aid to their firm's operations, Do you agree or dis-
agree? Why? | ;f;
2. What are 11225535 and permits?
3. What are the federal'laws\aimed at protecting each of

the following groups: employees, competition, and
. i ) 7

CONSUmMers.

— .



Part II, Unit D
Government Regulations
and Small Business

TEACHING/LEARNING OBJECTIVES
Upon Qamplétian-pf this level of instruction, yqu
should be able to: :
1. Discuss the importance of government rules
and regulatigns to small gusinESS,

Define licenses and permits.

]
-

. ' 3. Classify legislation according to whom it is

designed to protect, and

. 4. Discuss at least three types of state and

local taxes.




Part ' )
Gover tlations
and & .iness

SUBSTANTIVE INFORMATION

GOVERNMENT REGULATTONS

You will not be ready to start your business until
ycu‘haVE considered the rules and regulations your busi-
ness will have to follow. For instance, you must become
ggnerall§ familiar with the kinds of taxes, employee and
consumer protection regulations, and measures to guaran-

 tee fair competition among business operations. What
.laws and regulations will affect your firm? To what
taiéé will your bﬁéiﬁess bé subject? Aré there other
special requirements which pergain to your particular

line of business?
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WHAT IMPACT DO

' GOVERNMENT RULES

AND REGULATIONS
HAVE ON SMALL

BUSINESS?

1 hY
Y \

LRI\

Part II,
Covernme: LiiB
and Small

Impact on Small Business

A recent article by Harlow Unger in The Enquirer

I

ggwggiggrspaké of the burden government regulations
have on small and large firms.

After nearly 28 yggrg Sam Ratoff has decided to
call it quits. He's shutting his New York City
butcher shop. N., he's not running from the
burglers who twice robbed him at gunpoint last
year--or the shoplifters who sometimes walk off
with five or ten dollars' worth of canned goods
in a single day. "It ain't the hoods," he explained.
"Tt's the govermment. I spend so mush time filling
out forms and showing 1Hﬁp§§tfra abound the shop
that I don't have no time to run my business. I
spent two weeks filling out taxr forms this year.

I can't afferd a thousand dollars for a CPA."

‘mfortuncy or Sam, he 1724 iﬁ New..Tersey. And

it only inereased the 1:mber of tax forms he had )
te Fiil out this year. New Jovsey residents paid

two state income taxes f%@m 107 6~=an unearnmed in-

come tax for the fivet six mc.ths and a gross in-

come taz for the second half.

Sam had to pay--and fill out forms

; York State non-resident income tax,

N@m i&FL City non-resident imecome tax, federal in-
come tar (including Schedule C for sole.proprietor-

ships), W-2 forms for New York City, New York State
i’ jed§r§7 govermmen - tares withneld fpom his

usszbiaht’f satary, Tederal unemployment insurancs,

e F:vigion Bunefit Plan, declaration of
' ' neome iaz-fbr 1977 and declara-
L ergey gross income tax

Lo Len cmnal taxes and forms he
v guarter--four times a year--

Som kg i CLil out jurms for--and pay--New York
Lt Vork State sales taxes, New York City

shholding t.xes, New York State withholding taxes,
ﬂﬁéPaZ withholding taxes, Social Security taxes,
2w f@rk City commercial vent and oceupancy tax,

18



Part II, Unit D
Government Regulations
and Smgll Business

New York State unemployment <nsurance and
federal disability benefits insurance.

|

Federal and state laws prohibit and restrict certain

(The Cincinnati "nquirer, November 20, 1977, p. 55).

businé%s practices. Whatever your business, you should
check with local, state and, if you expect to engage in
interstate activities, with federal authorities regarding

, L
laws covering your operations, 5

Purpose of Legislation “ﬁ

WHY HAVE | Even though government laws may be burdensome to the \\
LEGI?LATIGN? entrepreneur, they exist to protect everyone invaivad in
. businesé transéétiﬂﬁs. You may‘@ften.think that’thg
time you épendﬂfilling out forms and keeping abreast of
legislaﬁién'cancérning yaurrfirm ;@uid be better us... in
~ ' de%elépigg your business. However, every business depends
on a xfaéalt.hy society 'Sfo;;_its success, and attempts by the: !
governméngrt¢ protect thé-intéfests of all citizens

ultimately work to your advantage. In addition to pro-

tecting the interest of consumers, legislation also
L ) B ‘! E z _ .
protects the entrepreneurs against such pitfalls as
- i
unfair competition.
\ 5
|
B
E ¥

R

19




Part II, Unit D
Covernment Regulations
and Small Business

Source of Regulations

\
i

WHO MAKES THE Regulations céﬂcetﬂimg the operation of small brsinesse

[
i

REGULATIONS? are made on the federal, state, county, and municipal levels,
Federal regulations apply to businesses throughout the
country in a uniform way. State and local rulings vary

from state to state and from one city to the next.

ok  FEDERAL REGULATIONS CLASSIFIED

HOW CAN FEDERAL : Federal regulations can be classified according to whom-
REGULATIONS BE ever they are designed to protect. Federal regulations iﬁténd
CLASSIFIED? to g;otect employees, the environment, and consumers. They
also attémpz to maintain fair competition among enterprises
and control licensing and permits. For example, a separate
- regulatory agency, the Environmental Pr@teéti@n Agency,
.regulates. those businéss operations that_havé an impacg
" on Ehe nation's air, waﬁer and other natural resources.
Hanylcf these regulations are not universal; that is,
many Df them apply to some, but not all, entrepreneurs.
For example, some Eusiﬂééses (but not all) are recgulated
. ;o o : ;
i bj the federal Food and Drug Adminiétfatioﬂ while others
must comply with laws regulating the sale of goods or

services over state boundaries.

)

Employee Protection Legislation
Many state and local governments have'adiéd their own

provisions to employee protection laws. This' legislation

-includes:




WHAT LAWS
PROVIDE -
PERSONAL

PROTECTION?

Part II, Unit D
Government Regulations
and Small Business

. - Occupational Safety and Health Act of 1970 (0SHA)

. faig Labor Standards Act of 1938

. Equal Employment Dppértunity-Act of 1972

. Federal Social Security Act of 1935

. Federal Civil Rights Act of 1964

- National Labor Relations Act Ff 1935

. Thé Taft-Hartley Act of 1947

+ The Labor Management Reporting and Disclosure Act (1959)

‘Unémplcymént Compeﬁsatian Act of 1961.

Personal Protection

; The‘DécupatiDDal Safety and Health Act of 1970 (OSHA)
is one of the most meaningful pieces of legislation protect-

ing employees. This act was written to make all employers

[a]

espons

ible for providing a safe and healthful work place.
One ,ét of e&ery eight workers has a work-related illness
or accident each yeér_ DSHA was passed with the intent of
minimizing such problems.

Many sﬁates have adapﬁed the pﬁcﬁisions of OSHA and
havé even déjelaped 1egisiatiaﬁ of their own to protect
emplcyeeé. Pragticéily every worker other ﬁhan domestic
énd househcld“wafkers and miners are ccverad‘uﬁdér this law.

Domestic and household workers .are protected under other

legislation.



WHAT LAWS PROTECT
EMPLOYEES AGAINST

DISCRIMINATION?

| Part II, Unit D
Government Regulations
and Small Business

The Fair Labor Standards Act of 1938 is also intended

;q-prgtégt w@fkers. This act provides for minimum wages, max-

imum hours, overtime pay, equal pay, record-keeping, and

child labor limitations. The act requires equal pay for

equal work fof‘all employees ccvefed by minimum wage laws.

The law does not prohibit paying different wages if the

s based on seniority, quantity of work, or

(8

wage difference
quality of work. However, if the job requires the same
skills, efforts and responsibilities, then an emplove cannot

yee different wages than another.

o

pay one empl

In addition to the Fair Labor Standards Act, the.
Walsh-Healy Act of 1935,ﬂthe“DaviS=Eazéﬂ Act of
l931, and other related acts establish wégés, hours, and
working conditions which are applicdble cg-gavernment contract-
ors.

The above acté?may Oor may mnot cover yauermplayees de-
pending on your situation. Specific infarmatiaﬁ’gan be ob-
tginéd fram:yDUf nearest office of the Wage and Hour and

j !

Publie Contracts Division, U. S. Department of Labor.

H

- Protection Again’ﬁigisgriminatigp‘

The Equal Employment Opportunity Act of 1972 requires
all businesses who have federal contracts to take affirma-
tive acﬁion to ensure that employees aud applicants for em-

ployment are treated without regard to sex, race, creed,
I - ) _

color, or national origin.

2

22



Part II, Unit D
Government Regulations
and Small Business

Fair employment practices are established by the
Federal Civil Rights Act of 1964 which makes it unlawful, as
- a condition of employment, to discriminate on the basis of
race, religion, age, or sex. Also, many states have enégted
fair employment practice laws. In soliciting and selecting
S employees, you, as avsmallﬁbuginess owner, will be concerned
with maintaining the standards established by such laws.

The National Labor Relations Act of 1935, the Taft-
Hartley Act.of 1947, and the Labor Management Reporting and
Disclosure Act of 1959 are three major federal laws dealing
with settlement of labor disputes. This legislation guaran-
“tees the right of employees engaged in interstate commerce
to arégﬁize,and bafgaiﬁ_cgllectively with their employers or
to refrain from such activities. States also have enacted
laﬁs’dEEigngd to uphold collective Eargaining and to define

unfair labor practices.

Economic Protection

ﬁHAT LAWS COVER The Social Security Administration (SS5A) in the Depart-
EMPLOYEE ECONOMIC - ment Df Health, Educatién,_énd Welfare (Hﬁﬁ) administers the
| SECURITY? .. Federal Social Security Act of 1935. The SSA provides
| monthly benéfit; to insured persons and their depen&én@s in
’theievent of fééirément, ﬂisability, or death and provideé
- health insurance (Medicare) to persensxgixtyifivé“and over,

and to some disabled persons under sixty-five. There are

23




" Part II, Unit D
Covernment Regulations
and Small Business

thirteen hundred Social Security offices in the United

b

States. If there is no office in your community, consult
your local post office for the visit schedule. of social
security representatives.

In addition to the Federal Social Security Act, there

are other regulations dealing with economic security for

T

employees., Legislation for economic security is designed
1) to minimize losses an employee might sustain from indus-=
trial accidents, occupational diseases, and involuntary
unemployment; 2) to provide hospital and medical care for
the employee; and 3) to furnish some incam; to the employee
after retirement. |

. The Federal Social Security Act encourages all states
to enact economic security laws and all states have done so.
Protection from income loss from industrial accidents and
cccupétional diseases c@més through worker's compensation
laws. Provisions Df‘ﬁhese laws vary from state to state

- so you should consult local sources for information about

, [
' by both state and fédera} legislation. _

/

& ‘;egislggiggigggglati%g'Féir Competition

A

WHATfLEGISiATI@N* =~ -, The federai:féggléfiéns intended to maintain fair com-

REGULATES FAIR -EEE;E;EEEamg?gteﬂtéféfiSES include such laws as:
COMPETITION? S
-7 . o




Part 11, Unit D
Government Regulations
and Small Business

. The Shermaﬂ Antitrust Act of 1890
. The Clayﬁ@n Act of 1914
. The Robinson-Patman Act of 1936

- The Lanham Tfademark Act of 1946

' These laws were established to encourage competition
by éévati ng sales and services betwegn state bgundarigs.
States have siﬁilat legislaLion to regulate goods and ser-
vices sold within state lines.

The most éignificant federal laws prohibitin: the
1890 and the Clayton Act of 1914. These antitrust Acts
were intended to encourage competition by restrieting the

growth of monopolies.

"every contract,

‘The Sherman Antitrust Act (g
Qémbinéticn...ar conspiracy in ‘restraint of trade or
commerce among the several states...is hereby declared

to be illegalg" /

N t

I
fixing as a means of reducing ccmpetlticn. Similar to the

Sherman Antitrust(Aét, this Act made it illegal for persons
or firms to discriminate on prices between buyers if the
result would decrease gcmpetiticn.’ The Clayton Act also
prohibits exclusive dealings.

The Robinson-Patman Act. of 1936 was passed to amend and

strengthen the Clayton Act. The purpo of this Act is to
i
11
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strengthen fair competition. It provides that like business

u

purchasers of like goods from the same supplier should pay
the same price. This includes quantity or ;fada discounts.
The Act requires sellers to establish one base price for all
buyer: and to give the same amount of quantity and trade
;discounts to all buyers.

T ) The Lanham Trademark Act DfT1946 provides for regis-
tration agd protection of trademarks used in commerce and
implamenté-thé provisions of certain international con-

ventions

Consumer Protection Legislation

WHAT LEG{SLATIQN oo There are federal laws that are aimed at protecting
Is DESfGﬁEE:TO consumers. These include: \
- PROTECT EG&EUMEES? ..-. The Federal Equal Credit Opportunity Act of 1974

. The Fair Credit Billing Act of 1975

. The Féi% Credit Reporting Act of 1970

. The Consumer Credit Protection Act of 1969
7>-Federal Fgéd and Dfﬁg and Cosmetic Act @f 1938

. Fair Pazkaglﬁg and Labeling Act of 1966

xtile Fiber Products Identification Act of 19%8

Credit Protection Leglsiatlan

WHAT ARE THE Recent legigla i n ‘has provided additional credit
CREDIT PRO- protection to customers. The Consumer Credit Protection Act
TECTION LAWS? of 1969 is commonly called the "Truth-in-Lending Act." If

you extend credit to your customers, you v will be affected

26
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by this law. 7This law is intended to assure a meaningful

Lo

disclosure of credit terms. It requires that lenders provide

debtors with meaningful disclosures of credit terms so that

available. The law also provides that lenders tell the truth

when loaning money or extending cre 'it, and disclose their

o]

credit teris and interest costs in prescribed standard
terminology.

. An amendment to the Act limits tne liability the con-
sumer (buyer) has foy unauthorilzed cfedit card use to fifty

dollars on cards issued on or before January 25, 1971. No

" 1liability on cards is issued after that time unless the credit

card issuer takes several steps such as: notifying the caxd

holder of limited liability; providing a postage-~free means

tion such as signature, thumh print, or photograph of the
CONnsumer,

The Equal Credit Opportunity Act of 1975 is designed to

[
iy

)

ensure that consumers are not denied credit for veasons of

. sex, marital status, age, race, religilon, or natiomal origin.

The Fair Credit Billing Act of 1975 was passed to provide
consumers with an opportunity to dispute errors in billing
statements and to require creditors to make an effort to

correct such errors.

Tt

[
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The Fair Credit Reporiing Act (October 26, 1970) is=
desigaed to ensure that a consume 's credit report will con-
tain only accurate, relevant, and recent information and will
be confidential unless requested for an appropriate reason by

the proper party.

“‘h\
l«-—‘

The Food and Drug Administration (FDA) is a federa

\H

gavernménz unit within the Department of Health, Education,

and W f re (HEW) which prrotects consumers by enforecing laus
and regulations to prevent distribution of adulterated or
misbranded fcods, drugs, medical devices, cosmetics, and
veterinary products,

The Fure Food and Drug Act of 1906 forbids "adulteration
and misbranding" of foods and drugs sold in interstate com-
merce. The Fed ral Food, Drug, and Cosmetic Act of 1938
added cosmetic and therapeutic device .o the FDA's juris-
diccion. The legislation also revised the definition of

misbranded foods. The definition c¢f improper labeling wmater-

ial was broadered to inclide any 'false 'znd misleading'' label.

Additional Consumer Protection Legislation

The Fair Packaging and Labelization Act of 1966 intends
to prevent unfailr or deceptive packaging or labeling of cer-

tain consumer goods.

28
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\E =

"rruth-in-fabrics' legislation has also been enacted

for consumer protection, The Textile Fiber Preducts Identi-

fication Act of 1958 requires informative labeling and adver-
tising of textile fiber products, Retailers or wholesalers

who sall or advertise textile products share with the manu-
facturer the responsibility for seeing that the fiber con-
tent of goods is properly labeled and advertised. For example,
this federal legislation applies to persons advertising
clothing or household fabric E?oducts in newspapers having
interstate commerce, regatdlésg.of whether or not goods are
actually mafkeéad across state lines. Therefore, the vast
majority of retailers handling textiles have definite respon-

sibilities under this labeling law.

I
[}

ws Protecting the Environment -

In recent years, concern about protecting the environ-
ment has increased. Ways and means are sought to decrea-e
pollution of air, water, and other parts of the environment.
Various branches of government--local, state, and federal--
have passed regulations designed to help protect the environ-
ment. On the national level, the Environmental Protection
Aggn2§ (EPA) has been established. You should deﬁerminé
which pollution laws and regulations, if any, apply to the

type of business you plan to open. Good starting points for

gathering this information are the trade associations for

your line of business and the offices of the variocus branches

15
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of government, includin< the EFA.

Licenses and PEI its

A business license or permit is an authorization, or form:

permi a business. Certain types of bu:r lnesses
are " Business owners must meet certain re-
quirements before a license or permir is issued, -Payment of an
annual fee is y required to obtain a license. You aiso may

be asked to complets 2 written application.

The federn! Havernmant licenses certain industries.

Federal l;c enses are required for television and radio stations

ansporters and other specific businesses.

iy
[l
H
rt
"'1

state, county and municipal governments iscue

=
'
Iy
m\
"1
i

licenses and permits to most business operations. Businesses

are pharmacie eal estate brokerages, beauty salons, bar-

bers, building contractors and CPA (Certified Public Accoun

tant) accounting firms. This list is not complete. In some

iy

esses are required to have

‘:I‘

states, many other types of busi
licenses.

re required for

@

Do you know what licenses and permits
the business you are considering opening? Check federal

legislation, if applicable. Since license and permit require-

ments vary from state teo state and from ome city to the naxt,
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determine what is required by law.
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TAX LEGISLATION

Without exception, 2ll businesses must comply with tax

laws. V-ur business, regardless of the type of product or
service you sell or when and how you sell it, will be sub-
ject to federal, state, and local taxes.

Almost every phase of a business is affected by taxes.

-

Taxes must be paid on employe=s, inventory, capital gains

and gross sales. There are many diiferent types of business

taxes and keeping good recorcs is the key to effective tax

management. In Managing for Profits, an SBA publication,

Harvey Krentzman lists these kinds of business taxes:

TYPES OF BUSINESS TAXES

Federal Individual income taress
Corporate income taxes
Excise taxes--manufocturers, retailers
Employment taxes
Secial security taxes
Death tares
Stamp taxes
‘ Occupational tares
Customs

State (specific Individual income taxes

taxes vary in Corporate income taxes

each state) Gross receipts and sales tares :
Business real and personal property taves
Capital stock tares
Euginés aut&mobi?g and truck licenses,
Dgath tares
Foreign-gstate business taxes
Worker's compensation imsurance premiums
Incorporation fess
Employment taxes

17



ERIC

ngt II, Unit D

Federal Taxes

Among the federal taxes for which you may be liable are

)

social security taxes, individual income, and, if your busi-

is incorporated, the corporate income tax. Social secur-

o]
m
a3
L
i

ity taxes are shared by you, as employer, and your employees.

wages, you must deduct their share of

[

taxes. You must also withhold an amount from their wages

[

I

for payment of their individual federal income tax, .and,

where required, siate and local income taxes. The law re-
quires that every entrepreneur with one of more employees

withhold federal income taxes from the salaries paid the

employees. Payment of these withholdings to the taxing

agency involved must be made by certain deadlines or

If you are an employee of your own corporation, the
withholding provisions of the social Sécﬁfity and individual
income taxes apply to you, too. As an employer, you must
pay your own income tax in addition to being liable for with-

mployee's salary. Under the

[}

holding taxes from each

18
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 WHAT ABOUT
STATE AND

LOCAL TAXES?

WHAT ASSISTANCE
IS AVAILABLE 10
HELP SMALL BUSI-

NESSES COMPLY

~WITH VARIOUS LAWS?

Self~Employed Individual Tax Retirement Act, you are also
allowed an income tax deduction if you set up retirement
plans for yourself and employees.

If you are a sole proprietor or partner, your personal

- be preparsd and kept currant on oz

quarterly basis, You should contact vour local

Revenue Seivice (IRS) office for other iuformation about

our federal tax obligations. One good booklet to have on

this subject is the Tax Guide for Small Business, prepared

by the IRS.

State and Local Taxes

The more common types of state taxes are income, property,
i

sales, and unémplgymeQE”zémpéasatian taxes and occupational

business licenses, Information concerning state and local

taxes and fees which apply to your particular business can
be obtained from state and municipal government offices,
Use the checklist on the following page to obtain info

mation on the various kinds of taxes for which you wiil be

responsible.

=1

OBTAINING LEGAL ASSISTANC

As you can see, there are many laws with which entre-
preneurs must comply, Govermment regulations, intended to
rombat social and economic problems in our socilety, often
become burdensome for the small business. The increasing

19
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WORKSHEET FQR MEETING

This worksheet 1s designed to help yo:
You may want your accountant or bookke:
use it as a PE?JTIZ?LCZ&“I in ﬁz‘gﬂpaﬁmg for ang
your local goverwnment %
gated to pay.

Aind of Tax

FEDERAL TAXES Due Date Amount Dusg Pay 7o Do

%7“_;5751 Tﬂf!r‘m‘ 7“1*‘?‘

and Social Security e o
Tax — e N, _
Excise Tax - e ]

Owmer-Manager's _ e — - ——
and/or corporation's o ] . , . o —
income tazx ” _ - , e _ .

Unemployment Tax - e
STATE TAXES - e e
Unemployment Tazes - -

Income Taxes ' - R - _ _ .

Salee Taxes - -
Franchise Tax . - e
Other - e e
LOCAL TAXES - e e
Sales Tax . e -
Real Estate Tax -

. Fersonal Property
Tax e - _ -

- Licenses (retail
vending machine, ete.)____ ] o o o . _

Cther . _ , - e —
' R £ S I

Q e
EMCLS;QJEFE in HreeEiEg”YEg}:;I‘a}; Obligation,. Small Marketers Aid No. 142, Small P -iness
lAd@:iipisL don.) : |
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number of laws and regulations directly affecting businesses
and the various interpretations being made by the courts com-
plicare the entire topic of business law, mspecially for

the small entrepreneur.

Since, in most instances, these liaws are highly complex,

obtaining legal counsel is wise. You can locate a com-
petent lawyer through your bank, accountant, other entre=

reneurs, and the state or county RBar Asscciaticn, whi

1

A

often operates lawyer referral services.

e

Many small businesses find it advantageous to hire an

=

attorney on a retainer basis. -If you operate the type of

business in which legal questions arise rather frequently,
this may be the most economical means of obtaining legal
assistance. Hifingrthe'lawyer as a retainer Enébles the at-
torney to become more familiar with your business and there;

fore better able to understand your company's legal problems.
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EXPOSURE ACTIVITIES
As you have read, becoming familiar with government
régulaticné is a very important responsibility af every

ome basic facts

L

entrepreneur. Now that vou have learned

M

regarding governmment regulations, try these activitics.
They will help you become more knowledgeable conce

government regulations.

1. Ask é local business owner to meet with your group to
discuss how federal, state, and local rules and regu-
lations affect the firm's operations.

s 2. Check witb local government offices that handle busi-
ness permits and licenses., TFind out which types of

are required to have licenses and permits,

[

usines

¥}

es
In addition, find out if there are any clircumstances
r require licensing of the business owner.

3. . yvernment rules and regulations can be classified

according to whom they are intended to protect. If

groups being protected? Discuss each group.

4. Do you believe yauvwill need legal assistance to
comply with the rules and regulations that apply
to the type of business you want to operate? Vhy?

Explain in detail.

22
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POSTASSESSMENT
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1. "Many small business owners be

H
(B0
i
g

iy}

lations are more of a burden to their

than g help for their firms." Respond to this statement.

T P 1 ngiK; L= - == A = o=
Lo You pelleve Liisz. wily . WilY lasdis

[

L

consumers.
4, Describe two federal taxes that most entrepreneurs are
required to pay.

Identify and describe three state and lccal taxes your

j"-{‘a‘wj
i

business would probably be required to pay-
Compare your answers to your responses to the preassess-—
ment. You may want to check your postassessment answers

with your instructor.

SELF-EVALUATION
How well did you know the information needed to do

the activities?
() Veryv well
() Fairly well

( ) A little,

Be honest with yourself. T° i feel you dc.'t know

eview

=

the material well enough, it might be helpful to

this section before going on.
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ART II, 7D
DVER' IENT REGULATI
AND SMALL BUSINESS

EXPLORATION

Here are some questions that test for knowledge of the contents

of this level. 1If you are very familiar with the irformation needed

to answer Ehém3 perhaps you should go to another level or unit --

check with your instructor. Otherwise, jot down your answers. After

you've read through this level, take the postassessment at the end of

ection and measure what vou've learned.

‘W

the "Exploration Activities"
1. In what areas do you have legal obligations?
2. What federal agencies issue licenses? What businesses do
they license?
3. What major federal laws protect competition among businesses?

4. Discuss the Magnusen-Moss Warrcanty. Act.

[l

How can a business owner manage federal, state, and loca

[

(%]

taxes?

=)
[
n
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s

NG/LEARNING OBJeCTIVES

ho

Upon completion of this level of instruction, vou

uld be

1

Identify and describe at least five potential
areas in which legal problems may
small business owners.

Identlfy two federal agencies which license

}busiﬁasseéi

a. Magnusen-Moss Warranty Act of 1975
b. Occupational Safety and Health Act of 1970

c¢. Equal Employment Opportunity of 1972

[N ]

xplain the dual roles a business owner assumes

\D'l\

in managing taxes at the federal, state and local

lavels.

10
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T

suBs ANTIVE  INFORMATION

" _WHAT IMPACT DO RULES

" AND REGULATIONS

. HAVE OV BUS SINESS?

A ]

"IN WHAT AREAS

DO LEGAL DUTIES

EXIST?

IHEDRIANCE OF UNCERSTANDING RULES REGULATIONS

! Most business restrictions were originally designed as
protective devices for our economic system and its pEDple. ‘As
the business world grew, so dfd the laws. In our sgziety to-
day, rules and regulations are undergoing canﬁinuaus revision;
establishment of new laws. These laws function to ensure
a healthy society and hEﬁEE‘; healthy busiﬁesé atmosphere.

| Today's entrepreneur often feels overwhelmad by these
prgtéctive laws. However, some basic understéndiﬁg of their
purposesig impartant. Your enterprise will bé in aJEetter
position to comply with appropriate laws if you “include plans
to learn about applicable rules, fegulétian and records in
your ﬁveréll businegs plans. Awareness of the régulatigns
with which your business must comply will enabie you to

establish how you can better assume ycuf_iﬁdividual responsi-

bility §§$§n§E§tfé§iénéuE-! As you i.arn more about government

rules and regulations, you may discover that certain types of
records will be very important for your firm. It will be your
responsibility to be sure your firm does in fact comply with |

the appropriate fegeral, state, and local regulations.

Potential Legal Responsibilities

Every business has legal obligations. These duties range

from paying taxes to obtaining patents for a product. It is

27 |
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ot possible, ner is it proktably wise, for a busiress owner

to handle all legal matters without some professional assist-

ance. As an entrepreneur, you should probably be in touch

with an attorney to identify the areas that may affect your

type of business.

potential iegal responsibilities is helpful.

of 1éga1'respgnsibiliti25 and obligations.

Acqilsitions
Advertising - copy
packaging
Agents and brokers
Antitrust matters
Arbitration - role
in disputes
Bankruptey
Board of directors
Brand names
Buying and
selling - terms
and conditions
Checks - forgeries,
frauds ’
Contracts and
agreements
Competitors steal-
ing employees
Corporate form
Employer and
employee
responsibilities
Employment agreements
Franchilses
(Managing for Profit,
%EA;’IQES.S" o

Government -
federal, state,
and local

Insurance contracts

Interstate
transportation

Inventions

Labeling

Licenses

Mergers

Misrepresentation

Multiple
corporations

Negligence

Negotiable
instruments

order acknowledg-
mant and
confirmation

Patents

Permits

Price discrimination

Product liability

Profit sharing

Records, legal

Retirement pensions

However, being at least familiar with \

Below is -a 1ist
\

)

Slander and libel

Stock options

Stockholder
voting rights

Steckholders

Taxes

Tie-in Sales

Trade Secrets

Trademarks

Unfair competition

Verbal agreements

Wills

Worker's compen-
sation

Zoning
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CLASSIFICATIONS OF RULES AND REGULATIONS

HOW CAN RULES Regulations primarily cover four areas .(1) commerce,.

AND REGULATICNS (2) competition, (3) public health and safety, and (4) labor.

BE ELASSIEIED? Cg@gég;e tegulations
The federal government regulates interstate commerce
merce (within a state'sboundaries). | The two federal agen-
cles that regulate caﬁmefce are the Interstate Commerce Com=
mission (ICC) and ‘the Civil Aeronautics Board (CABR).

‘Federal Licensing

ARE iEERE Some types of busiﬁESEESAEIE "licensed" by the ﬁederal

FEDERAL , government. The Federal Communications Cgﬁmissicn (fCC)
"'i}éENSES? o is an example éf a federal agency with licensing power. TH&
FCC licenses radio and television stations. If you wish to

\ |

! operate a radio or television station, the FCC will assign
your station a frequeney or channel.

The Civil Aeranautiés Board (CAB) is another federal
licensing agency. It licenses charter, passenger, and
a freight airlines. Individuals who qualify to operate private

aircraft must also obtain a license from CAB. However, for

intrastate commerce, individuél state Public Utilities Com-

within the state boundaries.
Federal permits or licenses are issued by other govern-

ment agencies. For example, any enterprise using government
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property involved in the preparation of meat prad%cés (such
as sausages and hot dogs) or involved in the pr@éﬁctian of
drug products must obtain the required fad§r§1>1i§enses.

If you plan to hire employees, you musﬁ obtain an em-
ployer's Social SEQUE%EY identification number ;hrgugh_the
Internal REVEnUé/Segﬁigéi This number is really a type of
"license." a | :

i

State L;gensing
- v

!HHAT ABOUT STATE Many states, counties, and municipal governments issue
iLICENSING? o licenses and permits to various types of businesses. These
| requiremencs vary from state to state and from one city to
the next. R
States that have sales and use taxes usually reéuiré
entrepreneurs to obtain a special license or permit. This
license allows the entfepfenéﬁr to give the permit number when
purchasing gcods fgrvresale in lieu of paying sales tax.
Since the sales tax 1s a consumer tax, the entrepreneur is re-
quired to collect the tax when selling merchandise to con-
aumers. Periodically, the entrepreneur must remit the taxes
collected.
Some states require that cemetery brokers, dry cleaners,
and collection agencies obtain special licenses before they
open. In most states, enterprises that sell liquor must be

licensed. To obtain “hese licenses, the applicaﬁt must file

an application with the appropriate state, county, or city agency.

30
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ARE THERE LAWS
" 'DESIGNED TO

REGULATE FAIR

COMPETITION?
/
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Every enterprise must also conform to local zoning laws,
comply with building codes, and meet standards set by local

health, fire, and police departments.

Laws Regulating Competition

Cempe*itién is the cornerstone of the American business
system, the free enterprise ecanomy; Over the years, anti-
trust laws have been enacted to maintain the conditions nec-
essary for fair competition. Other laws prohibit monopoly
(control of price or' production of goods or services). The
Federal Trade Commission (FTIC) supervises these laws.

Three of the major federal laws enacted to protect com-

- petition amaﬁg businesses include the Sherman Agﬁ (1890), -

.the Claytap Act (1914), and the Robinson-Patman Act (1936).

A\ , .
The Sherman Act. was greated to prevent businesses from re-

straining tradﬁ\g?d monopolizing markets Because Df weak-

rnegses in both the ‘Act and its interpretation, the Clayte  Act

e

m

passed. The Clayton Act prohibits price discrimination,
exclusive agreements, and acquisition of the stock of another

company when the effect would tend to lessen competition or

" to create a monopoly.

The Rebinson-Patman Act prohibits price discrimination
among different purchasers of commodities of like grade and
quality if the effeet of such diserimination may subs: lally

lessen competition or tend to create a monopoly. Price dif-

ferentials are legal if they can be justified on the basis of

31
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cost savings or meeting competition in good faith. The
Act prohibits paying, receiving, or accepting anything of
value such as a commission, brokerage, or other compensation
except for actual services rendered. In addition, it prohibits
furnishing servicés_ér facilities at pufchasé terms not offered
to all purchasers on proportionately equal terms.

Fair Trade Laws

Resale price maintenance laws, also calledh"fair trade
laws' have signigicanﬁly changed in recent years. . At one
time, state laws permitted manufacturers to set the resale
price at whiéh dealers within a state were supposed to sell
the firms' products. Many states adopted sameVEOTm of fair
trade 1awéi Such laws, passed during tﬁe:Dgpressian of the
1930's, were originally enacted to prevent large retailers from
selling at such low prices that smaller retailers could not
compete.

~TIn interstate commerce, - use cf_feséle pricé main-
tenance agreéménts was,faéilitated by the Miller-Tydinger
Act of 1937 and the MéGuiré Act of 1952. However, resale
price maintenance agréements between manufacturers aﬁd re-
salers violate the Sherman Act and are illegal. The Con-
sumer Goods Pricing Act of 1975 prohibits the use of resale

price maintenance laws in frterstate commerce.
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Credit Laws

The Truﬁhfin—LEnding‘Act (1968) requires full disclosure
of all finance charges--the amount of money paid to obtain
ctadit%éan consumer credit agreements and in advertisements

of credit plans. The law is primarily designed to allow con-

[sumérs to be better informed about their credit purchases by

4

léttiﬁg them know exactly what the charge for the use of credit
is. This way, cémpafisgns of charges for different credit
Séurcés can be readily made. The Act, therefore, requires

creditor

to state finance charges in a uniform way to all
customers. Eust@mers nust’ also be informed of the annual per-
centage rate, which provides a way of comparing credit costs
regafﬂléss of the daliat amount of their costs or the length
of time over which ﬁaymsnts are made. Both the finance charge
and the annual percentage rate must be displayed prominently
on the forms and stateménts used by a creditor.

The Truth-in-Lending Act also protects the consumer
against upauthorized credit card use. Sﬁauld a credit card _

be 1cst,af stolen, the maximum amount paid by the credit

‘card holder for charges made by someone else 1s fifty dollars.

In order for the card issuer to hold the credit card holder
responsible for evea the fifty dollar limit, the unauthorized

use must have occurred before the card holder notified the

‘card issuer of loss or theft. The card holder is not liable

for any unauthorized use after notification to the card issuer.

33

47



Part II, Unit D
Government Regulations
and Small Business
If you are gongide:ing offeiingxcredit to your customers,
you probably should request the free pamphlet, "What You
ngﬁt'tg Know About Truth-In-Lending," from any Federal Re-
gerve Bank or from the Board of Governors of the Federal Re-
serve System; Washington, D.C. 20551,
| More ré;éntiy, thefe have been federal and state laws
that deal witﬁ equity in establ?shing and maintaining credit.
The Fair Credit Billing Act (1974) is designed to provide
the consumer with an opportunity to dispute errors in billing
statements and to require creditors to make an effort to éarfecz
such errors. - Your credit customers will have received pro-
! cedures from creditors on how to correct errors. The Federal

;/ Equél Credit éppattuﬂity Act of 1974 prohibits credit dis-

/ crimination on the basis of race, color, religionm, national
origin, sex, ﬁarital status, age (providing that the person has
the ability to enter into a binding contract); begauée all
or part of 2 person's income ccmes from a public asszistance

. program; or because a person has acted on their rights under
the Federal Consumer Credit Protection Act. The former Act also

I givas marfied persons Eﬁg right to have credit infﬁrmatigﬂ

included in credit reports in the name of both the wife and

the husband if both use or are responsible for the account.

Consumer Legislation

WHAT LAWS PROTECT ‘Recently. there has been increased interest in consumer

,G@NSQMERS? legislation, based on consumer demand for more prgﬁgcéign;




y Part II, Unit D
N Government Regulations

*

?J | X i \ . and Small Business
N{ \\\ One result has been the enactment of federal regulations on
warranties. The MagﬁuSEﬂﬁMass Warranty - Federal Trade‘
Commission Improvement Act of 1975 sets standards for those
manufacturers who offer warranties.
The ﬁagnusenéncss Warranty Act and the follow-up Federal
Trade Commission (FTC) rules have had a great:gffect on both
manufacturers and retallers. Business people who sell consumer
products thét are priced above fifteen dollars must conform to
- the prévisigns af the Act and the FTC rules if written warran-
}\i ‘ '.T | ties are offered. The FTC rules regulating the Magnusen-Moss
| N » _ Warranty Act are outlined in "The New FTC Disclosure of Written
Consumer Product Warranty Terms and Conditions," available fram
ﬁhg FTC. The basic provisions of warranties, as explained in
these rules and in the Act, generally require the warrantor to
disclose information "in.simple and feadil; understandable
1anguégé," The information should include (1) what the warranty
covers, (2) what the warraﬁty exc1u§es, {3) what the warrantor
will do if the product should fail, and (4) step-by-step instruc-
tiéhs the purchaser must follow to get the warranty honored.

;aﬁsumé; Protection Agencies

WHAT IS THE An {ﬁpgrtant agency regulating commerce is the Federal
FEDERAL TRADE . Trade Coww:ssion (FIC), an independent law enforcement agency.

COMMISSION? By enforcing antitrust laws and other statutes, the FIC tries
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vision and printed advertising to logate g;sible deception

and fraud:; (2) investigating complaints of ,glse advertising,

4
oral misrepresentation, misbranding, restraint of trades and

unfalr business practices; (3) establishing and circulating
guidelines designed to promote voluntary compliance with the
lawv through improved business practices; (4) conducting

economic studies of anticompetitive practices that are

uncovered.

You may also find that your state has additional laws
Y

and agencies regulating consumer or trade credit. If

your stata does not have a Consumer Protection Bureau which

deals with these 1agislatipns, you might check with the

State Attorney General's Office.

Public Health and Safety Laws

HAS THERE B%EN AN » This legislation 1s designed to keep the general public
INCREASE IN LAWS healthy. The Federal Food and Drug Administration is an
V:EEQTEGTING PUBLIC agencv with the primary responsibility of seeing that purchased

HEALTH AND SAFETY? food, drugs, and cosmetics are safe 1f consumed. Receut
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T environment that is healthy and safe.

Consumer protection leglslation has had tremendous growth
gince the miﬂ—lSEDs. ;The Textile Fiber Products Identification
Act (1958) was designed to éuard producers and consumers against
misbranding and false advertising of fiber content of textile
fiber products. The Fair Packaging;ang I aling Act o 1lYoub
d;elared thaf unfair or decepti. " packaging or iabeling of
certain cénsumer comnodities was illegal.

Laws to protect consumers are base& on the belief that

- consumers do not héve the time or the knowledge to evaluate
all products and services they purchase. Such laws rheret
primerily deal with product safety and . :losure of ir'or-

qugiign; For exampla; the Pure Food .« rug Ac. 19
hibits adulteration and mishranding ot foods and drugs sold
in interstate commerce. The Food, Drug, and Cosmetic Act
(1938) prohibitrs the adulteratién_and sale of foods, drugs,
casmetiﬁs,/ar therapeutic devices that may endanger public
health. The Act of 1938 ailcws the Food and Drug. Adminis-
tration to set minimum standards and to establish guideé for

H
food products.

Worker ftategticn Regulations

WHAT EEE THE ' These laws gratect workers from unfair wage practices
WORKER PRO- and unsafe working environments. The Fair Labor Standards
TECTION LAWS? | Act, which regulates minimum wages, is.a good example of a
law designed to protéct workers. By 1981, employers will be
required to pay at least $3.35 an hour.
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Occupational Safety and Health Administration

Certaln laws are designed to protect worker health
and safety. One law that has had major-impact on all types
of busgﬂESSEs is the Occupational Safety and Health Act
of iQ?Oi ‘Ihis Act compels employers to provide their
employees with safe and healthy places to wurk, as well as
to follow a certain standard of safety and health procedures
that protect tﬁe workers. .

The Act also created the Occupational Safety and

Health Administration (OSHA). OSHA has appointed investi-

gators who have the authority to enter and inspect a business
without any notice ta}the owner. OSHA 1ssues citations and
gsometimes penalties if viélatians are found. If a business
does not respond and c@rreat the cited violations, the
busiﬁess can be fined as much as 51,000 per vialatign and

can face possible criminal prosecution. Employees can report
unsafe conditions and practices to OSHA.

Many small business owners have voiced concern about
éSHA_‘ These owners, some of whom consider the law a
ﬁecéssitf, ngtauthat their heavy workloads leave little
time to ggmply wit™ .e more regulation. What can a small
ase the burden? Below are some steps

bisiness person do t

['s]
m

that you, as a small business person, can take to meet OSHA
requirements and yet not make the task overwhelming.

First of all, you should mzke certain that all employees
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are acquainted: with OSHA and the company's safety regula-

tions. This is especially important once safety hazards

have been identified and ccrregted. The'required poster,

"Safety and Health Protection on the Job," must be posted

at the workplace. It informs employees of their rights and

responsibilities. Regulations should also be posted.

Second, if you have more than ten employees, you
must also keep the following threze forms up to date:

1. OSHA form 100 -~ A log of occupational injuries
and 1illnesses

- 2. OSHA form 101 -- Supplemental record of each injury
or 1l1lness

Annual summarv. This form must be

3. OSHA form 102 -
posted for employee review for at least
N a one-month period, startiﬁg February 1

~ of each year.
A\
Maintaining chese forms is usually all the recordkeeping
3
required of the business owner. However, if there is a

fatality or an accident that»fésulzs in the hospitalization

of five or more employees, it must be reported to the nearest

 OSHA office. (Adapted from Journal of Small Business
Management, October 1977, pp. 5=7i)

Third, the small business owner must become acquainted
with OSHA standards in addition te learning how to perform
a workplace inspéctién; You will find several sources of

information helpful, including ''OSHA Standards for General
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Chicagn,
Illinois, §nd the publizaﬁiﬂns 1isted in "Scurces to Consult
Further Iﬂéormatién," of this unit. You may also request an int.r-
mal visit to your business by OSHA inspectors who will assist

you in verifying compliance. Requested visits wil. not re-

sult in citations. However, you should develop a checklist

[
)

[

g

for periodic safety inspections to insure your workplace is

kept safe and healthful at all times.

Regulatigg_gﬁ_ﬁmplaymen;APract;;gs
ARE'HTRIN@ In recent years, many laws have been issued to
PRACTICES insure equal employment opportunity.

\EQG&EAIED BY The firet major piece of legislation in this
\ - y . area was the Equal Pay Act of 1963, which re-
LEGISLATIONS? quired all employers subject to the Fair
! ; Standarde Aet to provide equal pay for men.
! : 5 " and women performing similar work. In 1896:,
| the Civil Rigiits Act was passed, and one of
\  ite major provieions was Title VII. This
\ prohibite diserimination because of race,
\ , color, religion, sex, or national origin in
all employment practices, including hiring,
firing, promotion, compensation and other
terms, privileges, and conditions of employ-
ment. - The next major statute was the Age
: Digerimination in Employment Act of 1967,
\ which prohibits employers of 25 or more
persons from digeriminating against persons
40 to 65 in any area of employment because
of age. 7 :
In 1972, the Equal Employment Opportunity Act,
which amended the Civil Rights Aet of 1964, was
passed. This act greatly strengthened the powers
and expanded the jurisdiction of the Equal
Employment Opportunity Commission (EEOC), the
agency that enforces this law. As amended,
P Title VII now covers: (L) all private employers
/ of 15 or more persons, (2) all public and private

40
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educational institutions, (3) state and loecal
governments, (4) public and private employment
agencies, (&) labor uniows with 15 or more
@émbgrsj and (6) joint labor-management committics
in appre -*7 2eship and training.

The pac -~ ~f the Equal Employment Opportunity
Azt mec. = ek greater role for the EEOC. Priov
> 197z, ~  1.C was primarily a receiver and

T stige. v of gob diserimination complaints.
However, the FRNT {g now authorized to go directly
to court tou se the law if conciliar" n does
not eliminai.. che discerimination. In addition,

the 1972 Act also gprovides that charges may be
filed by organizations on behalf cf 7ndipf§ua;s
suffering discrimination, EmpZ@Jééa and job
applicants had already been given the right to

go to court to sue employers dirvectly for alleonad
@LS&PZmZﬁa+LQﬁ,QEt1Qﬂ (Journal of Smail Business
Management, October 1977, pp. 1- 2.) '

Worker's Compensation

Worker's Compensation provides benefits for injured

workers or their dependents regardless of who is at fault.

1f a worker i¢ killed or imjured cn the job, the worker or
theEWGrker's dependents collect ag;ordiﬁg to a schedule
based on the seyerity of the injury. The worker forfeits
benefité if the injury results from a fight he or she
started, the injury was self-inflicted, Drtif the worker
was under the inflence of alcohol or drugs.

The employer pays the total cost of worker's compensa-

tion coverage. You, as the employer, are required to have

worker's compensation coverage through state or private

insurance companies. Requizeménts vary from state to state.

Worker 's compensation plans are usually administered by a

state department of labor or a special board or commission.
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You should check with your state labor office to be sure

of the exact rulcs and regulations which apply te your

busine

‘l'.ﬂ

5.

TAX LAWS

“ax laws will affect any business venture. T!:z2refore,

u’]
m

‘they should be considered important factors in all busin

i-

1

planning. Taxes affect both 1nngsterm and short-term bu
The entire topic cf taxes is technically complex and ever-
changing. You wili probably find that you do not have the time
to keep upsﬁésdate on the latest tax regulations and court
tax law interpretations at the local, state and federal
levels.
Hiring the services of a good tax adviser, or Certified
Public Accountant will probably be very helpful for yau.

rts in the tax field can keep you from

1
‘m

Advice from exp
making costly mistakes and save you money. in addition to
decreasing the amount of your paperwork.

The owner-manager of a business is liable for paying

many different taxes such as state taxes, federal taxes,

and lccal taxes. For example:

\ The average small business in Cleveland files

about 110 tax-vel.+ted documents year; it files
corporate income tar once a year, personal-
property taxr twice a year, federal uﬂgmp7§ym§nf
tax four times ayear, state tar L2 times a year
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‘Business . tivitu Tax Considerations

Employment/Wages Careful evaluation of how many workers

' are requirved will keep employer's

= gontributions to soctal security
taxes and unemployment caxes at a
mintmum, Tax effects ¢ wage payment
plans based on stock options and
deferred payments of wages should be
considered.

Profit Planning - Legal form of business can offer

’ tax advantages which increase profits.
Maximizing legitimate tax deductions
should be a major thrust of financial
planning.

Capital Gains and Timing of transactions such as sale
Logses of assets, and acquisition of new

B assets or new businegses should con-

gider impact on taxes.

(Principles of Business Management, 1977, p. 5C1.) From
Principles of Business Managemert by W.N. MacFariane.
Copyright ' 1977 by McGraw-Hill Book Company. Used with
permission of McGraw-Hill Book Coupany.

As a business owner you will assume two roles in manag-
ing taxes. In one role, you are a debtor; in the other role,
you are an agent. As a debtor, yéu are responsible for various
taxes and must pay them as part of your business obligations.
For example, each year you owe both federal income taxes and:

ocal real estate tax if you own the business building.

et

. In the role of agent, you, the business owner, collect
vatioug taxes and pass the funds on to the appropriate
government agency. For example, each payday you deduct
tederal income and social security taxes from the wages of

your employees.
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Federal Taxes
One type of taxes with which we are all familiar are
federal income taxes. In paying income taxes, the business
ZWﬁEt-iS again both a debtor ari an agent. As a debtor, the
amount éfrfédaral income tax you will pay depends on the
income of your firm. The type of business structure--sole
proprietorship, partnersnip; or corporiation=--in addition
to any other income, exemptions, and personal (aductions

(nonbusiness deductions) will all determine the amournt of

federal incéme tax you will pay.

pay your income tax just 1ike any other individual. You will
file the same forms except you will prgpare an additional

form, Schedule C, form 1040, and attach to form 1040. 1If you

av# involved in farming, you will also need to prepare

Schedule F, form 1040.

Should your buslness be a partnership or a cerporat.on,
there are some differences in the forms you must file as
well as the dates for remitting tax payments. The SBA publi-

cation, S5teps i@mﬁgetinngaprfTaxfDﬁligapien, (Small Market-

er's Aid No. 142), is a useful document in understanding how
the structure of a business organization affects its federal
income taxes.

WlthhaldlfgLTederal Taxes

If you have employees, then as the business owner you

have the role of tax agent. The taxes you withhold as a tax
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agent are remitted to the government following set rules, pro-
cedures, and due dates. Remitting withholding inveolves two
steps:

1. Reporting the federal income tax and social se-

curity tares withheld from employees' pay

2. Depositing the funds withheld.

Tax return form %41 is ﬁsed to report :hholding and
social security taxes tc the ~overnment. The report is due
quartétly on each April 30, July 31, October 31, and
January 31.

Income Taxes. When you hire an employee, "ou have the

employee sign a Form W-4 "Emplcyees Withholding Allowance
Certificate." On the form the employee lists the exemptions
and additienal withhglding allowances claimed. This com-
pleted form gives you the authority to withhold income tax
Revenue Service (IRS),

Your employees make federal incgmé tax payments each
payday through you. You "withhold" these taxes and pass
thasé payments on to the.gﬁvernment at stated periods of
time. At the end of the year, you will be required to pro-
vide every employee who workad for you during the_pfevicus
year a W-2 form listirg total wages and taxes deducted for

the entire year.

46
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Social Security Taxes. As a business owner, ou will

\b—.u

assume both the role of an agent and a debtor in paying

social security taxes., Social security taxes are b .

=

employer and employee taxes. As an agent. you will withhold

the tax which each employee owes. Then, as & detzor, vou

rlovee withholaings. For example, In

will match thaose

[hd

m

"‘-jw

1979 sccial security taxes were deducted at the rate of

8.1% on the first $17,700 of an employee's wages. You

must match the amount you withhold  rom your employees.
If you are interested in using social security for

your own reti.ement, you must ngturally pay the tax for

yourself., For additional information, see the SBA publi-

cation Retirement Planq for SEleEmplDVEd Owners-Managers,

(Small Marketer's Aid No. 131).

Other Federal Taxes

Federal excise taxes are levied on the sale or use of

certain items, certain types of transactions, and on certain

occupations. For example, there is 4n occupational tax on

\I—-

retu.l dealers of adulterated butter, retail beer and 1i

dealers, and on wholesale beer and liquor dealers. e-

ey
i

tailer's excise tax is levied on diesel fuel and special motor
fuels. Check with your local IRS office if you are in
doubt about the excise tax liability of ycur husiness.

Your firm is liable for federal unemployment taxes if

you paid wages of $1.500 or more in any calendar quarter,
47
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or you had one or more employees working a
portion of one day during twenty or sore calendar weeks.
The twenty weeks do not have to be consecutive. This
fédgfai unemployment tax is paid by the employer, and not
deducted from the employee's wages. Federal unemployment
tax must be paid on or before each January 31 for the pre-
ceding year.

State and Local Taxes

Although state taxes vary from state to state, the
three major types of state taxes are unemployment taxes,
income taxes, and sales taxes. Many local governments
also have iiicome a=? sales taxes. It is essential to know
what taxes your state and local governments require you to
pay as a ﬁebt@r and what taxes it requires you to collect
as an agegtg |

Every state has unemployment taxes. The requirements
vafy significantly among states. In some states, empliyees
and employers contribute to unemployment taxes. The rate
of tax charged is usually based on faur firm's unemployment

EKPEfiEﬂEE,AEGupléd with the unemployment experience of

ERIC

Aruitoxt provided by Eic:

your staté.

Hany states now have a state income tax. In scme
cases, the employer withholds state income tax from the
emnloyee's wages. In most cases, the state tax returns

are similar to those used by the federal govermment.
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Many states also have sales taxes. The entrepreneur
collects the ssles tax from customers and transmits it to

the state agency.

[in

Counties, municipalities, towns and cities impos
various kinds of taxes on businesses. These might include
real zstate taxes, personal property taxes, and taxes uon

gross sales. Some cities even have an income tax.

Meeting Tax Obligations

™y

If you hire employees, whether they be full-time o

T

part-time, you will be responsible for taxes, forms, and
insurance requirements. Depending upon the city and state
you are inm, you will be responsible for meeting federal,
state, and possibly city requirements.

rBe sure to contact the Internal Revenue Serviée (IRS)
office in your area before you hire any émplayeeé_ Request i
the form that musﬁ be filled.aut to receive an Emplover's
" Jentification Number. You will need this nunber for all

RE will also

i

federal, state and local tax forms. The

send you the necessary forms for deposits and reportings.

Also obtain a copy of the Employer's Tax Guide that will give
you all the information you need to know about how and when
to deduct and pay federal withholding taxes, social security
taxes (FICA or FOAB) and federal unemployment taxes.

Contact your state government offices for the necessary

information. Be sure you also call your state taxing agency

49
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and ask for all the necessary forms and information
concerning withholding and unemployment taxes.

You should check with your local authorities to make

[y}
4
ity

sure your business is assuming its local obligations.
you are located in a city that has withholding taxes, re-

quest information from the city taxing agency.

for the Internal Revenue Service, under the heading of

your state government for state tax agencies, and under

your city government for city tax agencies.

Suacessful entrepreneurs meet their tax bllgaticns
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by following sound management

cation, Steps in Meeting Your Tax Obligations (Small

Marketers Aid no. 142) lists the princ ciples that should
be followed to meet your tax obligations.

1. Know your tax liability. ~ What kind of taxes do you

have to pay? How much are they in dollar amounts?
2. Set aside the funds necessary to pay various tax

es for late payment.

J_J\

3. Pay taxes on time avoid penalti
' 4. Get advice from experts, such as an accoun:cant,

lawyer, or tax counselor.

L%
[
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EXPLORATION ACTIVITIES
Do you feel ycu know enough about government rules

and regulations to put your knowledge into practice?

3
o
]
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owing activities will help vou experience soumz
"real" problems and give you an opportunityv te practice

11 .
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1. Develop pclicy statements for your proposed
firm which comply with the following human
resource areas:

a. Employment safetf (OSHA in particular)
b. Equal Employment Opportunity Act
c. Equal Pay Act of 1963

2. Visit or call y@uf local and state tax agenciles
to determine the taxes for which your business

will be responsible. Identify the following:

your rate, debtor and agent role, how tax is

.computed, and due date. You might want to

use the following chart to compile your informa-

tion.

ERIC
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My Business Aspiration: - B
| Role Explained | Computation |
Taxes Respronsible | (debtor aand/or of Tax Due
_agent) | Tax _Date

A. BState

B. Local

3. Prepare a paper no longer than one page explain-
ing the impact of OSHA.on your future enterprise.
Obtai.. as many resource materials on OSHA aé
possible ‘from your library. Ask local experts
to help your write the paper, making it as
specific as possible.

4., Assume your business will offer consumer credit.
With which federal consumer credit acts will
your firmineéd to comply? Explain each in detail.
You may want to contact the owner of a local
business similar to one which you would like to

= -, infermation and counsel.
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5. Discuss the Robinson-ZFatman Act. O0Ff what value
is it to =mall business?

6. Design a listing of persons or agencies to

contact to clear up any problems you might
have in complying with federal, state and local

1. List five potential areas in which legal respensi-
bilities and obligations might exist.

2. Name two federal agencies that issue licenses
and describe the businesses they license.

3. 1Identify and briefly describe three major federal
laws enacted to protect competition among busi-
nesses.

4. Discuss the Magnusenchés Warranty Act.

[l

5. What roles must a business owner assume in

managing federal, state and local taxes?

Compare your answers to your responses to the pre-
assessment. You may want to check your postassess-

ment answers with your instructor.
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PREPARATION/ PART 11, UNIT D
ADAPTATION | GOVERNMENT REGULATIONS
AND SMALL BUSINESS

\ \ PREASSESSMENT
Here are some questions that test for knowiedge of the contents

of this level. - If you. are very'familiaz with the information needed
to answer them, perhaps you should go to another level or unit -- check

with your instructor. Otherwise, jot down your answers. After you've
\ i

read through this level, take the pastassessmené at the end of the

’ "Preparation/Adartstion Activities' section and measure what you've

i
learned.

|

1. What state laws do you think you will be‘reqﬁired to

follow in your business? /

t

k]

a . . ) b .
\ 2. What steps or procedures will you have to follow in

withholding and transmitting federal income taxes?
3. Name fou% federal agencies and briefly gescribé their

/

functions. ’ o
: I

4. What is the Magnusen-Moss "Truth-in-Warranties" Act

- of/ 1975? What is the difference between implied and
expressed warranties?
v :
5. How would you set up a Human Resource Program for your

firm? What rules and regulations would you have to

! © follow?
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TEACHING/LEARNING OBJECTIVES

Upon completion of this level of instruction you should

be able to:

Discuss the various regulations that will affect

your business cperation.’

Identify and locate the closest offices of appropriate
government agencles that can provide you with informa-
tion on compliance with the variéus'rules and regula-
tions concerning your firm.

Prepare a complete set of tax reports based on

estimated data for your firm.

Develop policles Qn-hcw your business will comply

with federal rules.
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SUBSTANTIVE INFORMATION

IMPORTANCE OF RULES AND REGULATIONS

WHAT DOES \ The Commission on Federal Paperwork estimated not
long ago that small businesses spend ar. average
RECULATORY of $5;Q§Dra year each on regulatory paperwork.
Over the last 6 years, the SBA has lent more than
COMPLIANCE 844 million for compliance with the Occupational
Safety and Health Act, and another $50 million
CosT? for costs imposed by consumer-protection regula-

tions.
(Fértu;g, November, 1977.)

i I

It has been said that one must be a lawyer to inggggr5€ﬁ¢°“f

T
-

all of the rules and regulations. You~do not ﬁeéeéséfily~need
s to be a lawyer; however, you cannot plead ignorance. Ignorance

is not an acceptable excuse 1In the eyes oé the law. If you,

as a business owner, are unable to interpret rules and fégu-

lations, you should secure legal or governmental help.

iaws and legal regulatiaﬁs to which y@ﬁ; business must conform.
flt is important to remember that these rules and wegulations
were created for a variety of reasons, in:ludingﬁthe following:
1. To protect citizens from business practices
believed to be harmful
2., To protect eﬁplayees' interests

3. To protect, in general, public health and safety

A : 4, To protect the right to organize

i
b
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5, To protect competitors against other competitors

who use unfair prices and practices

6. To protect consumers from the sale of karmful gcods,

from false advertising and selling, and from busi-

‘' nesses that work together to keep prices high.

Administrative

encies

A variety of administrative agencies function at the

federal, state, and local levels. Often they supplement

the work of regular government executive departments and

relieve the courts and legislative bodies of much detail

work.

Their duties and powers vary widely, but the table

below suggests the scope of their work.

Federal Agency

Nuclear Regulatory Commission
(NRC) .} :

Civil Aeronautics Board (CAB)

Consumer Products Safety
Commission (CPSC)
Enviromnental Protection

Agency (EPA)

Equal Employment Dppgﬁtuﬁ{ty
Commission (EEOC)

Feéezal,ﬁommunicatiaﬁg
Commission (FCC)

(FPC)

Federal Reserve Board (FRB)
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Area of Supervision

Nuclear energy development
for civilian and possible
military uses '

Air transport

Safety gf-praiucts used
by consumers

Protection of. the environ=
ment including pollution and
waste disposal

Enforcement of employment
rights without regard to race,
color, creed, national origin,
or sex

Radilo, televisign, telephone,
and telegraph communication

0il, gas, and electricity
production and distribution

Money and credit supply
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Federal Agency
Federal Trade Cummission (FIC)

‘Food and Drug Administration
. (FDA;

Interstate Commerce
7 Commission (ICC)

National Labor Relatiens
Board (NLRRB) .

Occupational Safety and Health

Review Commission (OSHC)

Securities and Exchange
‘Commission (SEC)

' Small Business Administration
(SBA)

Social Security Administration

State Agency

Agricultural Price Stabilization

Alcoholic Beverage Control

Public Utilities Commicsion .

‘Workers' Compensation Board

Ggupty §ﬁdﬁQity7A§en@ig$

Airport Board
Planning Comnission

Parks and Recreation Board
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Area of Supervision

Unfair competition, deceptive
consumer practices,monopoly

Purity of goods, drugs.

. and cosmeties, packaging

and labeling

Railroad, truck, bus, and
inland waterway transportation

Labor-management relations
Protection of employees on
the job

Issuance of securities and
trading securities

Aid to small business
0ld-age, survivors, disa-
bility and health insurance

Area of Supervision

Food production quotas and

Liquor licenses

Public utilities firms
regulations

Damage awards féé work-
related injuries|and deaths

Area of Supervision

Acquisition and operation
of county airports

Approval of land use and
development

Acquisition/operation of
parks

|

}
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County and City Agencies Area of Supervision

Air Pollution Control Board Establishment/enforcement of
/ air purity standards

Library Board Library operation
Public Housing Authority Acquisition/operation of
- publiec housing projects

Redevelopment Aéency * Condemnation/razing/redevelop-
m2nt of slum and blighted

dreas

Transit Authori: ‘ Operations of local bue
. and rail transit systems

/ : B -
School Board i Operation of public schools

(Adapted from Aﬁ%llgﬂfgusiﬁegs Law, 1977, p. 79.)

ya LICENSING

/

HAT IS ‘ f;gLicensingfusually means registering a bgsiness.._PayLng
NVOLVED ;gffee to obtain the 1icen5§ 1s common. Sometimes an inspec-
. ‘tion of the business is required.
BIAINING : _ Many enterprises must be licensed by a local, state
LICFNSE? a£ federal agency before opening for busiﬁess, State govern-—
ments restrict entry into various professions énd types of
businesses by requiring licenses. Additional regulations
might be‘requitedbgf the business; such as yearly inspection of
the business Ey a state government agénéy or paymeﬁt of an;

annual tax.
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Licensing controls dirvectly affect many small
’ S businesses. The degree of regulation will vary,
depending upon the type and location of the enter-
prise. If your operaticns are intrastate you
. will be concerned primarily with state and local,

a ; rather, than federal licemsing. Among the businesses
f frequently subject to state or local control are
: retail food establishments, drinking places, barber
shops, beauty shops, plumbing firms, and taxi
companies. Most of these are servicing businesses.
They are subject to regulation for the prdtection
; of publiec health and morals.

Retail stores, devoted exclusively to handling
merchandise, may not be required to have a license
but are subject to regulations such as those
dealing with fire, safety, and zoning restrictions.

Most licenses require payments of fees and are
usually issued on an annual ' 'gis. Ordinarily,
as a prerequigite to the issuance of a license,
a written application is required. State,
municipal and county authorities should be
contracted for complete information regarding
licensing. (Business Principles and Management,
1973, p. 617.) '

The following businesses are usually licensed:

Restaurants and food-handling businesses

o

arber shéps and beauty shops

L]

leaning and laundering establishments
House=to=house peddlers and solinitors

\ . General stores

B . Liquor stores A

- Finance and lending institutions

7 . Dealers and local distributors

Transportation businésses

-’ Businesses operating in a reign state

Hotels and motels

. Insurance companies,

£1

~z
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ANTITRUST LAWS

X \’
WHAT ARE In the Amerieé? business system, competition is the
ANTIIEUST cornerstone of our free enterprise economy. The purpose of
LAWNS? antitrust laws —- lire:ally; laws directed against giant busi-

ness combinations -—-|is to preserve the conditions necessary
~for  competition and thus to protect our economic system itself.
‘Businesses in the United States are under the protec ction
of and are subject ta\the reatraints of the federal antitrust
:iéws_,ALegislatéd under the "interstate commerce' power of
Congress, these laws arfect virtually every business. Hardly
any retail, service nr*maﬂufacturing business is so small or
] iﬂcal thét federal anti%rust laws do not apply. For example,
antitrust laws have been appligd against motion picture exhibi-
tors, bowling alley proprietors, and gatb;ge collectors.
These laws are particularly important to small busiéésé
owners who are often the beneficiaries of antitrust.legislation.
It is in ﬁhe gself-interest of any business person, particularly

small business awﬁers, to be familiar with and comply with

antitrust laws. ' ,

An Antitrust Compliance ﬁréérg@

WHAT SHOULD As a small business owner, you should consider developing
ENTREPRENEURS ©  am antigfust compliance program. If you decide to do so,
DO TO COMPLY you should pfabably enlist the help af a lawyer. Legal

WITH ANTITRUST counsel must be well briefed: concerning this partighlaf

LAWS? facet of the company's busi1 ess
;
. 62
\ -
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An antitrust compliance program normally has many compon-
ents. The first component is the development of a company
policy 'on antitrust. Such statements should indicate the rea-

of

1]

sons for complying with antitrust law and the obvious type
violations of antitrust law that should be avoided. The policy
statement should receive wide circulation within the company

to all appropriate personnel.

]

 Secondly, the compliance program must contain some means
of training personnel concerning the antitrust laws. Employces
can only be expected to follow policies théy undetstandi

The third component of a good compliance program includes
the establishment of internal company procedures to implement
the company antitfuét policy. Company p;égedures concerning
pricing, termination of dealers, marketing of new praducté, trade
association aati%itiesgor refusals to deal should all be con-
sidered when déﬁéloping the pelicies,

An additional component of antitrust compliance programs
ﬂormall;‘ingludas a documentation system. Documents that supply
information that antitrust was duly considered in formulation
of policies and in the decisiaﬁsmakiﬁg procedures of the
company should be developed. For example, as the company
develops its new priecing policies, documeﬁts that indicate the
rules of antitgust were considered in the formulation of the
pricing policy should be prepared. Every effort to.stay within

the bgundafieg of antitrust should be noted. The documents are
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' to be preserved for possible future defense ~gainst charges of
antitrust violations, and could supply valuable evidence to
convince a jury or court of thg company's desire tolcamply wiﬁﬁ
antitrust laws. Such evidence 1s pertinent in establishing that
no evil intent existed in the minds of company officials.

The last component of aﬁgantitruSE compliance program
would include periodic audits of existimg company antitrust
- policies, educational programs, decision-making procedures and
documentation systems. The changing aspects of the law and of
\ company operations necessitate the periodic audit. The audit
sheuid:détermine whether the compliance components are effective

and whether any modifications are necessary.

Major Antitrust Legislation . |

\
WHAT IS THE _ No matter what policies small firms establish to comply
MAJOR ANTITRUST with antitrust laws, it is vitally important for you, the
LEGISLATION? | xawnéf, to have an overview of the antitrust laws that are par-

ticularly relevant to the small business firm, There are four
principal antitrust laws in addition tO a number of related
federal statutes. The meaning of the statutes has been clari-

fied and interpreted. by numerous court decisions over the years.

Sherman Act
The chlef antitrust statute, the Sherman Act of 1890, pro-
ﬁiﬁits conspiracies and understandings that unféasgnably restrain

trade. Some kind of joint or concerted action between two or

more persons or companies musF exist for Section 1 of the
64
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Sherman Act to apply. Section 2 of the Act prohibits "monopo-

lization or attempt to monopolize" any product line or geo-

graphical area of commerce.

Clayton Act

r _ The Clayton Act of 1914 prohibits mergers and acquisitions
which may s;bstantially lessen competition in any line of com-
mérca- another section makes it unlawful to sell commodities
on condition that the buyeflwiil refuse to deal in the goods
of competing sellers. Such "exclusive dealing" arrangements
are illégal if they ﬁave the prébability of substantially lessen-

ing competition in any line of .ommerce.

Robingon-Patman Act

.The Robinson-Patman Act:cf 1936 generally restricts a
seller %ram disctiminating in price between buyers. . This Act
also covers indirect discrimination by the unequal allocation
of allowances for promotional services.

g - To determine whether a Robinson-Patman violation has
accurred; one should ask whether the company has made sales:
1. At différent prices
2, Witﬁin a reasonable contemporary time-period

(this may vary depending upon the competitive

market; six monthe is a good rule of thumb)

(¥

In interstate commerce (howev: -, price discrimi-
nation occurring totally intrastate may violate

state laws)

(=)
m
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4. OFf products of like grade and quality (mo
significant difference from a commercial stand-

point) -

L
-

To customers where injury to competition at

the seller, buyer or sub-buyer level will

probably result,

If any of the above criteria are present, the price differ-

ence may, nevertheless, be defended under the lai/iﬁ the lower

=pfice was given in good faith to meet (but na;/?éat) a price

offered by a competitor. ~In addition, the difference between

the prices charged to the favored and nonfavbred customer may

be "cost=justified" on the basis of cost savings realized by

‘the seller in it's sale and delivery expenses in dealing with

the favored customer., Of course, if the price change occurs
because of changes in the market or the marketability of the

goods, no vimiatién'pccurse
(Adapted from Journal of Small Business Management, - October 1977,

PP: lDilﬁ.)

The Federal Trade Commission Act

' The Federal Trade Commission Act of 1914 created the
Federal Trade Commission, aﬁ administrative body éf!éxperts
titioni" The Gammissién can determine that anything that
viéiéﬁés éﬁe of the fédéral antirrust laws is also illegal ﬁndaf
the Federal Trade Commission (E:C) Act. The Commission is

al: >mpowered to find anything which violates the spirit,

{
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although not the letter, of the federal antitrust laws

‘unlawful under the FIC Act. For example, the Robinson-Patman

Act makes a buyer liable for inducing discriminatory prices,

‘but not discriminatory advertising allowances. The Commission,

nevertheless, has successfully established the latter practice
as unlawful undéf the FTC Act. The Commission's duties also
include prohibition of false and misleading material in
advett}sing, warranties and prcmcﬁioﬂai activities. In sharti_

the Commission's responsibilities include attacking mc§§fﬁ§§es

« of unethical business conduct. However; underkﬁhéfFTC Act

the Commission's enforcement is 1imit§§ftéf;'ée;sé and desist"

order. :

State Laws |
Many states have enacted their own antitrust laws. State

antitrusﬁ laws vary considerably. However, in éﬁite of the

differences, the 5ractices prohibited at the state level are

comparable to those covered under fédéral law. Investigate

your gtate antitrust laws, since they may have a specific

prohibition of some practice or a rule of interpr-tation differ-

ing from thé federal. (Adapted “rom Journal of Small Business

Management, October 1977, p.18)

CONSUMER PROTECTION REGULATIONS

Consumer Credit

If you operate a small business that issues consumer

credit, there are.several federal rules and regulations with
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which you must comply. Thé‘Truth!inEPEﬂdiﬁg Act

iz one of these léws. You muggxbg sure to inform your custom-
ers of the exact terms of the credit you are extending and
what Prucedures they are to [ :llow if they wish t. ‘nquire
about their bill. The following two pages show the type of
1@tifica;ién a'major creditor sends to its customers to com-

y with tﬁa Truth-in-Lending Act. If you participate in
major credit plans, such as Master Charge or Visa, you should
b= sure that they aré notifying their customers properly. If
you extend your own credit, make sure that you are providing

the proper notification required by the Truth-in-Lending Act.

Warranty Protection

WHAT ARE IMPLIED In a legal sense, all products carry a minimun

: , warranty, except under certain conditions inveliing
AFD EXPRESS warranty disclaimers. These warranties are either
- implied or exprese. The implied warranty is from
WARRANTIES? the common law, merely warrants that the product
' ‘will perform the function i is designed for, with
no assurance of how well or how long. Express
warranties, on the other hand, normally are written
expressions of the post-purchase responsibilities
of both parties involved in the transaction.
Express warranties are classified as being either
protective or promotional. A protective warranty,
as its name implies, provides protection for the
seller against unreasonable claims by the purchaser
by limiting the seller's responsibilities tovard
the buyer. They are commonly used in the marketing
of durable goods, because these products, which
tend to be complex in design and expensive, have
a greater likelihood of wide variations in per-
AN formance thar. nondurable goods. Moreover, the
growing inelination of the public to resort to
the courts to correct perceived product deficiencies
of durable products has made sellers more likely to
uoe the warranty as a protective device, and reduce




Michigan Bankard., Visag Terms and C‘ﬁndnmns

{If joint account, read singuiar pronguns in the plural)

i agree with Michigan National Bank {"Bank™} as lollows:
CUSTOMER PAYMENT SC‘EIFDULEWTFIUTH IN LENDING ACT DISCLOSURE

i. A FINANCE CHARGE will ha zaded to my account

(a) On a Bankline® purchase or a Cash Advance {including the use cf a Michiran Bankard VISA check), evenif | pay
the entire "new balance” by the “payment due date” shown on my monthly billing statemant on which such 2
transaction first appears.

(b) Onall other charges, unless | pay tha entire “naw balance" by the "payment due date” shown an my monthly hilling
statement on which such charges first appear, in which case, no FINANCE CHARGE will be added for sueh other
charges.

Whenever a FINANCE CHARGE is added’ to my acceunt it will be at a periodic rate of 1.5% a month (an ANNUAL

PERCENTAGE RATE of 18%), and 1t will be added for a time period beginming the day that the transaction(s) subject to

a FINANCE CHARGE posted to my account.

2 The amount of the FINANCE CHARGE s figured by muttiplying the per fic rate by the “average daily balance ™ The
"average dally balance” 15 compuled by adding up the outstanding daily balances immy arcountdurmﬂthe [lmﬂ [‘F‘rlgd
~r which a FINANCE CHARGE 15 being imposed for: (2) Bankline purchases, (b) Gash Advancm J

_ankard VISA check tranzactions), and (c) Amaunts owed for all other charges rellected as "nev “rﬁdit pur«;n

any prior biling statement, for which [ did not pay the “new balance™ in full as described in Paragraph 1 (b) above This

sum is then divided by the number of days in the billing cycle, and the result 1s the “averge daly balance ”

3. Thg "new balance on the billing statement is the total of the "previous balance’ (aggthﬂf with arncunts advanced for
Bankline purchases, cash advances (including Michigan Bankard VISA checks). and "new credit purchases,” less pay-
ments and credits posted to the account, plus the imposed FINANCE CHARGE.

4, The minimum monthly payment required is determined by the “new balance” on my monthly kg statement in
accordance with the following schedule:

Amount of Minimum Amount of Minimum
“New Baiance” Monthly Payment “New Balance” Monthly Payment
: If under $10 Pay amount of the "'new balance”  From $1,000 up to 51,493 $ 50.00*
From $10 up 10 $299 N $10.00* From $1,500 up to $1.999 § 7500*
From $300 up to $449 $15.00* From $2,000 up to $3.499 $100.00*
From $450 up to $649 .. $20.00* If over $3,500 3% of "new balance™™*
From $650 up to 3999 T $30.00*

#Plys amounts past due and amaunts overlimit {exciuding Bankiine) ) ‘
5. If my account has a credit balance and has no activity for two (2) years, Bank may then charge a handling fee of One
Dollar ($1.00) per morith to my account; (a) until the credit balance is gone; (b) | request a refund of any remainder; or

{c) more credit is extended; whichever happens first.

GUSTDMER AGREEMENT
6. To pay Bank the amounts charged to my account, including FINANCE CHARG‘ES accarding to the above payment

schedule. Each monthly billing statament will be conrsidered a correct statement of the account unlecs | establish a
billing error under the provisions of the Federal Truth In Lending Act.

7. To give Bank prompt notice if | lose my card; v ) "\

8 lhat the card may be cancelled by Bank at any time;

9. To SUTIE"ldET the card upon demand of Bank;

10. Tn wawe and release Bank from all defenses, rights and claims | may have azainst any persen or company honoring this
¢.. 1 or not perm:tling a charge, except where such righis cannot be waved as under tha Fair Credit Biling Act. (See

reverse side) -
11. Thatif | do-not perform any of the *erms of this Agreement, the Bank inay declare my entire unpaid halance immed-
ately due and payable;
B 12. That this Agrepment 15 controlled by Michigan law; \
13. That only certain goadf approved by Bark will be available for a Bankiine purchase from cooperating merchants:

14. To keep the balance on my account within the credil imit et by Bank,
15. Thattransactions occurring autside of the Linited States, when posted to my accountinU.S dollars may be niore of less
! in U.S. dollar amount thar when | 3i2de the chargz, due to changes in {he foreign exchange raie;
| 16. That Bank hzs the option te change the teims of this Agreement to take effect 15 days after a wnilten notice of the change
|; sent to ma; and n

17. That | may €ancel this Asreement wilh Bank at any tme by notiving Bank in wriling and .Eturmnu my card(s). | shall
remain oblirated to Bark for all charpes made priof to such cancellatizn, and the Bank may declare my balance due and

payable toyrther with 2l appheabls FINANCE CHARGES.

MOTICE: Sen reverse side for important information regarding your rights to dispute hilling errors.

kY = ,{ \

Aruitoxt provided by Eic: . 5 \ e
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In Case of Errors or Inquiries About Your Bill
_The Federal Truth in Lending Act requires prompt correction of biling mistakes.

1. If you want to preserve your rights under the Act, hiere’s what to do if you think your bulis wrong or if you need
more information about an item on your bill:

2. Do not write cn the bill. Gn a separate sheet of paper write (you ?nay telephone your inquiry but doing so will
not preserve jour rights under this law) the foliowing:

i. Your name and account number (if any).

ii. Adescription of the error and an explanation (to the extent you can explain) why you believe it is an error.

it w-u only need more information, explain the item you are not sure about and, if you wish. ask for evidence of
the ¢ arge such as a copy of the charge slip. Do not send in your copy of a sales slip or other document unless you
have a durZate copy tor your records.

tit. Ttv: dollar amount of the suspected error.

iv. Any other informaticn (such as your address) which yewthink will help the Bank toidentify you or the reason
for your complaint or inguiry. It will be helpful to include the Reference Number for the disputed items as shown on
the bill,

b. Send your billing e:: 2+ notice to the address on your bill which is listed after the words: “Send Inquiriesto:”

Mail it as scon as you can, Lut in any case, early enough to reach the Bank within 60 days after the bill was
mailed to you. If you have authonzed your bank to automatically pay from your checking of savings account any
gredit card bills from that bank, you can stop or reverse payment on any amount you think is wrong by mailing your
notice sothe Bank receives it within 16 days after the bill was sent to you. However, you do not have to meet this 1 6-
day deadline to get the Bank to investigate your billing error claim.

2. The Bank must acknowledge all letters pointing out possible errors within 30 days of receipt, unless the Bankis
able to corvect your bill during that 30 days. Within 90 days after receiving your letter, the Bank must either correct
the error or explain why the Bank believes the bill was correct. Once the Bank has explained the bill, tha Bank has
no further obligation to you even though you still believe that there is an error, except as provided in paragraph
below.

3. After -1e Rank has been notified, neither the Bank nor an attorney nor a coliect.nn agency may send you
collection letters or take other collection action with respect i~ the amount in dispute; but periodic statements may
be sent to you, and the disguted amount can be applied against your credit limit. You cannot be threatened with
damage to your credit rating or sued for the amount in question, nor can the disputed amount be reported toa
credit buteau or to other creditors as delinquent until the-Bank has answered your inguiry. However, you re “nain
obligated to pay the parts of your bifl not in dispute.

4. If itis determined that the Bank has made a mistz ¢ on your bill, you will not have to pay any finance charges on
any disputed amount. If it turns cut that the Bank has not made an error, you may have to pay finance charges on
the amount in dispute, an you will have to make up any missed =iniraum or required payments on the dnsputed
amount. Unless you f.ave agreed that your bill was correct, thc .~ - must send you a written notification of wiiat
you owe; and if it is determined that the Bank did make a mistat - . kxllmgthe disputed amount, you must be given
the time to pay which you normally are given to pay undisputed amaunts before any more finance charges or late
payment charges on the disputed amount can be charged to you.

5. 1f the Bank's expianation does not satisfy you and you notify the Bank in writing within 10 days after you
receive its explanation that you still refuse to pay the disputed amount, the Bank - sy report you to credit bureaus
and other creditors and.mav pursue regular collection procedures, But the Bary, ust also report that you think
yau do not owe the money, and the Bank must let you know to whom such reports were made. Once the matter has
been settled between you and the Ban, the Bank must notify those to whom the Bank reported you as dehnquem
of the subseguent- resulutlun

6. | the Bank does not fallgw these ru as, the Bank is not allowed to collect the tirst $50 of the disputed amount
and finanze charges, even if the bill turns out to be correct.

7. ifyou have a probler:: with property or services purchased with a credit card, you may have the right not to pay

the remaining amount due on them, if you first try in good faith to return them or give the merchant a cnance to
correct the problem. There are two limitations on this right:

a. You must have bought them i in your home state, or if not within your hurne state, within 100 miles of your
current mailing address; and

b. The purchase jrice must have been more than $50.

However, these limitations do not apgly if the merchant is owned or operated by the Bank, or if the Bank mailed
you the advertisement for ihe property or services.

18147 MEY. 2770
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pp. 20-21.) - )

- %
Warranties' Act (1975). These rules are designed to "improve
the adequacy of information available to the consumer, prevent
. i
deception, and improve competition in the marketing of con-
sumer products.' The Magnusen-Moss Warranty - Federal Trade
Commission Improvement Act does not require that manufacturers
- offer warranties, but instead sets standards for those who do.
The most important provision of the ba
the buszn€ssz&g5£n's point of view, 18
between 'full' and "imited! LArPTnTy. ;
difference pertains to all consuner pradug,u
ten dollors or more at ratail
writion warranty. The opect
"limited' warranty are the s
for any warronty coverag
an prlan ation of responsi
]

ERIC | o s
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of other standard data, such as i niear identification
of the names and uddresses of the warraitors. There
ig no requivement that the warraiior perform an
specific service, only that he/she clearly sta

what service he/she intends to perform. The onuy
unusual provision of the limited warranty is that

the warrantor may provide an information dispute-
settlement procedure, vhich the purchaser is
sneouraged to use before resorting to legal remedies.

How does this affect the small businessperson? The
short-term effects of the law may work to his/her
advar.tage in several ways. The small business-
oumer often has fewer financial resources than
his/her larger competitor, and is therefore some-
times not as o.le wu accept risk. Sines the us: of
the 'full' warranty designation appears tr involve
considerable risk, the snall businessperson may be
unable to gamble by offering such a warranty when
hig/her larger competitor, with more resources,
would be in a stronger position ‘o accept the risk.
The “other vonsideration has to do with-viek,- but - .

in a different way. In certain categories of shopping
goods, buyers may tend to view products offered by
emall business as inherently more risky than sroducts
offered by larger businesses. One way this per-
coived risk can be overcome is by strong warranty

and guaranteed policies. In the short run, the new
law nay inhibit the offering of strong warranties

and guarantees, and.thus deprive the small business-
person of some of the adventages: of thic marketing
tool.

’ Lat small businesses understand

It is essential that
the impact of the warvanty legislation and the FIC
rules. Thece vequire compliance with a number of
instructions, awd the small business whose owner/
manager fails to understand them or take action
might be being faced with legal aztion both by the
govevnment and by consumers. (Adapted from Journal

e g e of Small Business Management, 1977, pp. 23 and 26.)
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RESOURCE PRO-
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OCCUPATIONAL
SAFETY AND
HEALTH

ADMINISTRATION?
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Federal Fooc and Drug Administration

The Federal Food and Drug Administration (FDA) is an

important government agency. The FDA consists of {ive

Bureau of Foods. Bureau of Drugs, Bureau of Veterinary Medi-

ine, Bureau o: Radiological Health. and Bureau of Biclogics.

\I’TI\

plus an Office of Medical Devices.
responsible for regulating all foods. excopt

and eggs, which ave the

for red meats, pcultrv,

sponsibility of the Departmen CAgriculrtuve,

the - .,ufac-

ingredients in cosmetics must be proved safe by

turers and certified by FDA. 7Tn addition., the FDA is requir.:

to approve the safety and effectiveness of medicines sold in
ended for use

the United Gtates, whether int

humans.

HUMAN RESOURCE_CONSIDERATIONS
If you plan to hirc employees, federal and state regula-
tions wili affect any human resource programs you develop.
and

This legislation is designed to provide safety, equality

fair wages for human resouvess.

Federa: Legisiat:u:

1
1|-./

Occupational Safery and Healtk Adminigg;agiﬂn (OSHA)

The Wiliiems Steigev O:nupational Safety and Health Act

which took affect on ‘pril 28, 1977, Fas already had

of 1970,

major impact on Arerican businesses.
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The Occupational Safety
intended to assure, 8o ja e
héa1+%fhl working Coﬂﬂ tions to 57 million Am 7L T
employees. It does so by requiring empZOJ&rE to comply
with safety and health standards covering conditions
and operations in the workplace, and to maintain the
markplaeé free from Pécﬂgnz*gd hazards wher no standard
is applicable to the situation. The Act governs working
eonditions for the majority of émpZ@Jgga 171 tP‘ nited
States, excluding only some jtatg and muntetr
ampZuJ”ﬂﬁ and theee gt e
federa? agencies other than the Dﬁgupatzanaé Saj
Health Administration nrescribe 1th and safety
g@ndztléns For employ

7":*“7“1 7 }If“?

The Act s Qpp7zcab1§ in the 60 states,
Columbia, tne ;Bmﬁﬂmjﬁalfh of Puerto
a7 Islaﬂds, American Sanoa, Guam, THS 13T
Péf“it&?y of the Facific Islands, Wake lsland, Outer
Continental Shelf Lands, JOhﬂhtOﬁ Isl-~d, and the

Canal Zone. The Secretary of Interio. has issued
fgquZatzaﬂa vesting jdrlsdlﬂtlﬂﬂ for enforcement of the
Act in the High Courts of American Samoa and the Trust
Territory of the Pacific Islands.

s

If your business 18 in one of the following states, 1t
is subject to state job safety and healtn lmis and not

the federal. Alaska, Arizonz, Califcrmia, Hawalt,
Indiana, Iowa, Kentucky, aryliﬂd MLchzgan Minnesota
Nevade, New Mexico, North Carc i2ina, Oregon, Puerto Ficc,
South Carolina, Tennessee, Utah, Veimmont. Vil inia,
Virgin Tslands, Washington, and Wyoming. FEmployers in
states witnout appf@U&ipLans are sukbject nly to the
fédéraL ]PH safety and health laws, except for

conditions which the state rvegulates ¢ 1 0SHA does not.
EZEDQtQP and oiler inspections, fov example, e
usually provided for by state law .. [ .. @ sugs are

not covered by O5H/

The Act ,rovides for Jﬂfch:gzy part eipat.or by the
states in the job safety and health field. Any state
may submit a plan to Cind for approv:l which 2
program for assuming and maintaining Jurisdi
the safety and health of workplaces within the ﬁfq*“i
certain key pf&pzszgnu must Le anaﬂpaﬁu+aa i1to thnese
"state plans,” such as a requivencnt For ac doption of
health and safety standards, while other features are
optiomal. But the plan uﬂd its operation rmust be

"ag effeciive " the Jéd??ﬂz OSHA progrem in order *o
segure and maintain coperating approval.

i_C{LZQ (44
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eomp liance
which comy jmngz
obtain the war . without the

s a compliance officer arriving at
already possess the warsant.
net, standards or reculations are

igsued and penalties proposed.
(CCH_OSHA Compliance Guide, 1977, pp 1009-1013.)

of the
?sz FlLona ares

C In eccrrying out its duties under the Act,
OSHA 1o respons sible for promdlgp%zrﬁ legally enforceable
gtandards. SHA standards may reouire Eéiﬁftzpﬂ or
the adoption or use of one or mors pracitices,

to protect workers on the Jjob. It 1s the
,;wchLELZLQJ to ' zeome familiar with the
priteable to th&& §Stvbz7ﬁhmjﬁt Qﬁd ti

W

, DeYS o
Fqulpméﬁ* quuiﬁ?d safg

O5HA has nct promulgated spe
b1 v following
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Part II, Unit D
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and Small Business

The Federal Register is available in many public
libraries. Annual subscriptions ave available from
the Superintendent of Documents, U, 5. Goverrment
Printing Office, Washington, [.C. 20402,

(A1l About CSHA, April 1976, pp. 3-9.)

Small Business. Employers u:th no more than ten
erployees ave exempted from most OSHA recordkeeping
requirvements. Congress in the Fiscal 1980 Approo-
riations Act exempted Ffrom iwnspection employers with
ten or fewer employees in industries with three-digit
Standard Industrial Classification injury/illness rates
of less than seven per 100 employees. However, the
exemption does not apply to any employer within the
category which is engiged in activity tnvolving very
substantial cecupati. -al hazards, It is inapplicabl
to situations involvi:g employee complat imminent

3
danger, health hazards, accidents resulting in a
fatality or hospitalization, or diserimination complaints.
Tt does not apply to requested consultation, technical
assistance, educational and training services, or
surveys and studies.

Getting an SBA_Loan. Loans for small businesses 1hich
would suffer substantial economiu in‘ury in complying
with OSHA standards are available j..m the Small Business
Administ.~1tion. The Act provides for Small Business
Administr. :ion loans to help employers come into
compliance . .th the standards of federal OSHA and
approved plan states. From the Act's inception in 1971
through March 1977, the 5. made 164 separate OSHA
compliance loans totalling _ver $43 million. These
oans ranged from individual amounts of $4,500 to $2.4
million.

In 1975, 9SHA published a booklet (SBA Loans for OSHA
Compliance, OSHA Programs and Policy Series 2005)
vroviding basic information to the small business
employer on how to apply for an SBA 0544 eomplianece
loan.

(CCH OSHA Compliancz Guida, 1977, p. 1013.)

~lt
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all emplagmgnt prﬁéti es, includi
promotion, compensation and other te :
and conditions of EmBZ@ngwé The ngxt maj@f Ffa
wag the Age Diszrimination in E@ngimLﬂt Act of 19

whz;h pr@hzbbtu émngy

which

anznde ki htu 4 b ﬂf 1964 “was passgi,

This act greu:ly strengthened the powers and expanded

tn? Juris di;”@ﬂ @f the ggugg Eﬁbzﬂjmant Opportunity
g51 law., 4s

aﬁ@ﬂdé s Title VIT now covers (2) all private «
of 15 or mor. persons, (2) all public cid private
TJASQtZQﬂﬂZ institutions, (3) state and Z@;a? qovery-
mb*t@, (§) pubZze ﬂﬂd private &mmlgym it agencies

emall business owner, can follow to develop an affirmative

actisn program:

1. Issne a written equal employment policy and an affirma-

cive action com

G v

emp loyers
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Assign
the firm to direci and implement your program.

Publicize vour policy and affiirmative
¥ h

exis ess, survey pre ant

M

‘Ii"l!’

If you have an ng busin

minority and female employment by and job

termine extent of minority/female

o]

evelop goals an. timetables to improve utilization of
minorities, males, and females in each area where

underutilization has been identified.

ve

m

1t svecific programs to achis

your program. Review your

equal -

o]

s £

©

system to identify barri

needed changes to in-

crease Emplcymant and advancer-:nt opportunitie

":J"\

'stab.ish a system to monitor and evaluate the program's

=

progress. (Adapted from the Journal of Small usin€ss

gna ement, 1977. pp. 3-4.)
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FHAT ABOUT New minimum wage increases approve by Congrass ar. signed
MNITIMUH intc law by President Carvrter are estimated to cost busi.esses

WAGE LAWS? $23.5 billionm.
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use a combination of 2.1 three methods to cope with the

I
-
T

1

o8
™

guirement

L]

Provisinons of the new minimum wage law are to:

—
i
o]
Ly
Todi
Loy
L%l
o
s}

- Raise ¢ minimum wage from $2.3
January 1, 1978. The minimum wage is to increase to
52.5%5 on January 1, 1979, 37.1C on January 1, 16&0.
and $3.35 on Januar . 1981.

= Obligate employers to pay  zher base salaries
to workers who earn tips bv reducing the size of ''tip
credit" (the practice of permitting emplovers to offset

tip earnings agains' < portion of the minimum wage).

The reduction goes from 50% to 457 in 1979, and to

Ty

40% in 1980.

79
O
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Part II, Unit D
Government Regulations
eznd Small Busilness

~ Increase the small _usiness exemption limits
which apply to most retail and service businesses
from $250,0C0 in annual sales to $275,000 on July 1,

1978, to $325,000 on July 1, 1980, and to $362,600

on December 31, 1981.

= Permit employers ve hire up teo six students for
part-time jobs at 85% of the mirimunm wage.
(Adapted from National Federation of Independent
Business Mandate, December 1977, p. 1.)
WHAT ABOUT Human resocurce legislatiou varies “rom state to state,
STATE FROGRAMS? State employee relations or human resource departments are

responsible for enforcing labor and industrial safety laws

l]lJ

These agencies arz also responsible for enforcing state
minimum wage requirements. Look to your local telephone

i directory for help in locating the state agency that can

provide services and information vou need.

TAXES
WHAT ABOUT For many small busine. 2s, taxes' is a scare word. Sonme
TAXES? small entrepreneurs are frightened bv tlic paperwork and tia

reccrds they are required to keep. You will not be ready cn
start your business, however, until you ha - become generally
familiar with the kinds of taxes you must pay and tax laws

/ an¢ regulations concerning your parcticular uvusiness.

Your business will be subjezt to federal, state, and

ERIC

Aruitoxt provided by Eic:



Most states and some local governments require that
bysires i35 pay on corporate income, propesrty and wages
3 5 = ¥ < =

WHAT ARE THE

ROLES OF AN

EN%EEPEENEUE the other rola, you are an agent. In the zole of debtor, ygu'

IN FAYING are liable for various texes and pay them as part of your

. TAXES?. In the role of agent, y@uyaallegt various
taxes and pass the funds on to the appropriate governmental
agency-

WHAT INFORMATION Information Required

IS REQUIRE™ ~ Before hiring any employevs, you should go to the local
office of the Director of Intg:malkRETenue Service {IRS)>EDE
informati m about your federal igations. An excellent

a1
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Part II, Unic D
Government Regulations
and Small Business

booklet to obtain from the LIRS office is Tax Guides for Small

Business. Also, contact the appropriate government agencies
for additional information.
One of the first items you must obtain as an emplover

re=-

i

is an Employer Identification Number. This number i
quiﬁed on all employment and business tax returns. By filing
an aﬁplicaticn with the Internal Revenue Service, you can
obtain your number. Be sure to rejuest from the IRS office
“a set of tax information materials entitled, "Mr. Businessman's
Kit." This kit includes tax information that will be very
useful to you in operating your business.

A copy of the SBA Small Marketer's Aid No. 144, Getting

the Facts for Income Tax Reporting, will also be useful to you

as YGu review your tax responsibilities.

Withholding Taxes

WHAT ABOUT Income Taxes. As an employer, you are res - ~=zible for

WITHHOLDING withholding federal income tax from each employee's wages.

,%gé?? ————  You are then responsible for sending these withholdings to

[

the government periodically.
Whenever you hire an employee, you must be sure he/she

prepares a form W-4 "Employees Withholding Allowance Certifi-

,age*ﬂﬁmgﬁﬂthih*fﬁfﬁﬂ‘Eﬁé‘éﬁﬁigféémiﬁfQrms you of the number
of exemptions to be claimed. This form glves you, the em=
ployer, thé_cppartuﬂity to withhold income tax in accordance

with the withholding tables distributed by the Internal Revenue

Service, The manual, Employer's Tax Guide, prepared by

Q . 82 9 ;s:




HOW ARE
TAXES

REMITTED?
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Small Business

the IRS, includes tables that tell you how much you must
deduct (withhold) from the employee’s salary.
Be sure each employee's W-4 is up-to-date, and the

exemptions he or she wants to claim are correct. It i

i
jo]
ol
[
!

mally gcnd practice at the beginning of each year to ask vour
employees to prepare a new W-4.

Social Security Taxes. "Employers must also withhold

Social Security taxes. You, the employer, must match the

1

employees' contribution by paying an amount equal to that

withheld from their salaries.

If you decide to use Social Security for your own re-

tirement, vou will need to pay the tax yourself.

Remitting Taxes

How do entrepreneurs remit the income and Social Security
taxes withheld? Remitting the funds involves two steps:
= Reporting the income and Social Security taxes
that you withheld
-~ 'Depositing the withheld funds.

Tax return form 941 is used to report the withholdings.

This form is prepared for each calendar quarter and is due on

the close of the quarter - April 30, July 31, October 31, and
January 31.

To deposit the withheld funds, prepare form 501 (Federal
Tax Deposits, Withheld Income and FICA Taxes). This form and

a check for the amount due should be sent to the Federal

38
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Reserve Bank which services your area or to a Commercial Bank
that is authorized to accept tax deposits.

In some cases, taxes must be remitted before the form is
filed. The dates on which the taxes are due depend on the
gituation. The summary belew gives the rules outlined in

Circular E, Employer's Tax Guide, issued in 1977.

SUMMARY OF DEPOSIT RULES FOR WITHHELD
INCOME TAX AND SOCIAL SECURITY TAXES
DEPOSIT RULE DEPOSIT DUE

1. If at the end of a quarter No deposit required. Fay
the total undeposited taxes balance directly to the
~are less than $200: Internal Revenue Service
with your quarterly return,

or make a deposit 1f you

2. 1If at the end of a quarter On or before last day of
the total undeposited taxes next month., If $2,000 or
are 5200 or more: more, see rule 4.

3. If at the end of any month  Within 15 days after end of
(except the 1st month of a month. (For the first 2
quarter), cumulative unde-= months of the quarter no

posited taxes for the deposit is required if you
quarter are $200 or more, previously made a deposit
but less than $2,000: for a quarter-monthly period

that ocecurred during the
month under the $2,000 rule
in item 4, helow).

4. 1If at the end of any Within 3 banking days
quartev-morithly period, after the quarter-monthly
cuniulative undeposited period ends.

taxes for the quarter

are 52,000 or more:
(Circular E, Employer's Tax Guide, Internal Revenue Service
Publicatrion 15.) -

84



ARE BUSINESS
OWNERS OBLIGATED
FOR UNEMPLOY-

MENT TAXES?

HOW CAN YOU

ADVICE?

Part 1II, Unic D
Government Regulations
and Small Business

Unemployment Taxes

If your business paid $1,500 or more in any calendar
quarter to employees, or you had one ar more employees work
some part of a day in each of twenty or more calendar weeks,
you are liable for federal unemployment tax. Employees do not
contribute to this tax. The employer paye e full amount
of federai,unemploymaﬁt taxes due.

The basic rate is 3.2% of the first $4,000 of ta#able
wages recejved by each employee, although most employers pay

less. However, the federal government gives you credit for

any unemployment taxes which vou pay to your state government.

GETTING LEGAL ADVIC

oy
=

From time to time, every entrepreneur needs legzl advice.
Today's businesses exist in a complex society. 1In this era
of massive technological advancements and numerous government

rules and regulations, advice from .an attorney is often needed
by the small business owner. Selection of the law r or the
law Zirm should be based on the capability and potential use-

fulness to you and your firm.

s may require the

o

The following business activiti

(1]

advice and counsel of an attorney:

]
[
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If a business is incorporated, the entrepreneur
may need advice about directors' and stockholders'
meetings, dividends, rights of stockholders, etc.
Relationships with employees may require legal
services in labor negotiations, proceedings before
the National Labor Relations Board and other boards
of arbitration, and all other mattérs inveolving
industrial relat.ions.
The entrepreneur may need advice about antitrust
violations by suppliers or about Robinson-Patman
Act questions in sales to customers.
The cgmpang may encounter difficulties in its
relations with the public--such gs_c@llecti@n

claims and claims for personal injury, property

1y

damage, and product liability. Somewhat les
frequent are claims for libel, slander, defamation,

false arrest, and malicious prosecution,

The legalities of taxation -- fedeéal, state, and
local -- often need intérpretatian to owners of
business concerns.

There are other highly specialized fields of
legal advice such as patent, copyright and trade-
mark, Security and Exchange Commission financing,
and practice before governmental agencies Suchkas
the Interstate Commerce Commission.

(Adapted from Selecting a Lawyer for Your Business,
1962, pp. 65-73)

86
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PREPARATION/ADAPTATION ACTIVITIES
Are you able to apply these government rules and regu-
lations to your business aspirations? Are You now more
kncwledgeable about the various rules and regulations and
taxes with which your business will need to comply? The
following activities should help you check your knowledge

about government regulations and small business.

ASSESSMENT ONE

1. TItemize your federal, state, and local tax
responsibilities. Make a chart showing
when payments are due, what amount each will
be, and to whom payments are made.

2. Assume your business is in operation, and
you have two employees. This is the first
quarter your firm has been in existence.
Assume one employee earned $542.50 gross
for the quarter and the other earned

$692.00 for the same period. Obtain a copy

of Circular E, Employer's Tax Guide from

your IRS office and compute the fed..ul income
and Social Securitv taxes. Also complete

form 941.
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your firﬁ to comply with the various federal and
state laws affecting employer-employee relations
under the Occupational Safety and Health Act of

1970, and under éhe various employment practices

as established by the Federal Civil Rights Act

of 1964. You may want to use the following report

format to complete the assignment:

Poiicy
Statements
Complying

With
Primary Primary
Requirements Requirements

IL. Employment
Practices

88 1y
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Based on yecur personal experience, write a
three page paper explaining this statement:
"Although rules and regulations are often
perceived as burdensome by the small business
owner, they really are of primary advantage
to the same owner." Your response should iden-.
tify exaét acts and examples.
Locate a small business person who operates a
business similar to the one you would like to
operate. Ask the fcllcwing questions concern-
ing the future of govermment rules and regula-
tions and small businesé:

- (a) Will there be more or less regulation?

(b} Will different regulations exist?

e

{(¢) Will self-monitoring of business
practices by trade associations
become more or less acceptable?

(d) Will future paperwork and tight

roment con. Lois cause many
business owners to give up and go
out of business?

(¢ Mo will government regulations

help small businesses in the future?

104
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GavefﬂmEﬁt Regglat’,ﬁs

1. List and briefly explain each state law you expect to
be required to follow in your business.

2, In outline form, identify the steps and procedures you
must follow as a business owner in withholding and
trgnsmigzing federal income taxes,
functions,

4, Deseribe in detail the Magnusen-Moss "Truth-in-Warranties
Aet" (1975). Distinguish between implied and expressed
warranties,

5, Duscribe in detail a Human Resource Program for
your firm making sure you include all the required

rules and regulations.

Compare your ansyers to your responses to the preassessment.

You may want to check your postassessment answers with your

SELF-EVALUATION
How well did you know the informat: n needed to do the
activities?
C ) Very well
() Fairly well
¢ ) A little
Be honest with yéu%salf. If you feel you don't know
the material well enough, ii might be helpful to

review this section before going orn.

| 90 1y
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ANNOTATED LIST OF RULES AND REGULATIONS

There are many government rules and regulations that
may apply te your business. Below is an annatatéd list
and overview of some that might he important to you. Go
through the list and identify those with which vou are
familiar. Use the checklist that follows to check those
on which you will need more information. Additional
informatien may be obtained from a government agency,

attorney, accountant, or a trade association.

PERSONNEL RULES AND REGULATIONS

=]

rair Labor Standards Act. The Act contzins regula-

tions about minimum wage, maximum hours, overtime
pay, record keeﬁingi and child labor. For more
infafma;ian contact your state Department of Labor,
Office of Wage and Hour, and the Wage and Hour
Public Contracts Division, U.S. Department of Labor.

Worker's Compensation. An employer is required to

(1) provide a safe place to work, (2) hire competent
employees, (3) provide safe taals, and (4) warn em-

ployees of an existing danger. - The employer who does

|
i

not do this is liable for damage suits. State law
determines the level or type of benefits payable to

an injured worker. Rates for compensation vary

91
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according to the hazardous rating of the occupation.

or more information contact your state Bureau of

Ty

Worker's Compensation.

Equal Employment Opportunity Act. The Act

prohibits discrimination because of race, color,
religion, age, handicap, sex, or national origin
in all employment practices. The Act covers specific

types and sizes of businesses. For example, all pri-

by the Act. For more information contact your federal,
state, or regional Equal Employment Opportunity
Commission.

UngmplgyméﬁﬁiCampensag}qni State regulations define

what types of firms or organizations are covered
and are required to pay contributions for unem-
pleyment compensation. Coverage depends on the
amount and type of emplaymenﬁ as defined by law.
For more information contact your state Bureau
of Employment Service.

Employee Retirement Income Security Act. This Act

deals with three dlfferent types of pension or profit-

haring plans; welfare, pension, and profit-sharing.

]

Ty

or more information contact the Internal Revenue

Service.
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separate pay

medical care

ANTITRUST RULES AND REGUL.-TIONS

The Sherman Antitrust Act. This Act prohibits

of trade" and prohibits "monopolization or atter nt to

raphical area

]
‘»4

monopolize" in any product line o

L"A

The Clayton Act. This Act prohibits merger

The Robinson-Patman Act. This Act attempts to

prevent discrimination as to price or service to the
trade. For instance, sellers are restricted from dis-
criminating in price between buyers.

glled Fqlr Trade

|

Resale Prlce Maintenance Laws (also ¢

o
v
i~
LA
[ma
3
g
T

Laws'). Most of these laws are no longer in

10g
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FEDERAL FOOD AND DRUG RULES AND REGULATIONS
o - i i o N B

ThE‘Fedéra' Trade Commission Act. fThis Act péfrits

s . — — e N
i

states to pass laws allowing producers and distribu-

tors to fixatha;price of bfaﬁdad or labeled merchan-
e .

dise. It generally prohibits unfair methods of com-

pegiﬁiénf For more information contact the Food agd'

Drug Administratian,‘SéDD Fishers Lane, Rockville,

- : . Maryland 20852.

Federal Food, Drug, and Cosmetic Act. Acts to

E . . rggulate foods, dfugs, cosmetics and medical devigess

Fair Packaging & ;abeligg Act. EﬂfOfCPE packaging

aﬁdAl’ beling as it appliés to foods, drugs, and

- cosmetics, and medical devices.

crep1 RULES AND REGULATIONS s

-  ngsume: Qrgdit E;até;t;@nﬁAgtf (Contains Truth-
riﬂeLendiﬁg.) This Act regulates consumer credit
transactions, In addition to T:uEhEiHELenﬁiﬁg,
the Act also applies to credit advertising, wage
gaféishméﬂts, and extafﬁipnaté credit transactions.
For mof% information ﬂﬁ the 1at;er three, . contact
the Board invaarnarsﬁaf the FEdEEElIRESEIVE
Sys;ems, Washingzan, D. C 20551 The Federal

Trade Gammission (FTC) has beén given fespunsibility

for enforcing Truth-in~Lendirg. For more informarion

=
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 \'V5 :; | I | : ; ‘ *lijé)




- : . Part II, Unit. D
3 l Government Regulations
and Small Business
gﬁaftuthfinsiending contact the FTC, Washington,
D.C. 20580 or coutact the Board of Governors.

ggg§;7Qrgdi;7@pEDrtuni§y Act. This Act prohibits

credit discrimination on the basis of race, color,
religion, national origin, sex, marital status,

t

I
P'el

handicap, or age, providing a person is abl
enter into a binding contract. This also provides

that credit information can be included in the

[~
"

ame of both the husband and the wife. Contact
ycur‘nearést federal or state Equal Employment

Opportufiity Commission for information.

SAFETY RULES AND REGULATIONS

Occupational Safety and Health Act. This Act deals

with very specific safety regulations that employers
must observe. If you have eight or more employees,
you will need to fill obut certain forms. Occupa-

tional Health and Safety Administration (OSHA)

officials may also come to inspect your business
place. For more information contact -your nearest

05HA office.

~€hild Protection & Toy Safety Act.:

Consumer Efpductsigafétyiggt!

95
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WARRANTY AND TRADEMARK RULES AND REGULATIONS

Lanham Trademark Act. This Act prohibts the use of
the same tfademgfks by two or more companies in the
nation. The tradémafk_cr name must be registered
with the_gave:nment; |

Magnusen-Moss Warranty - Federal Trade Commission

Improvement Act. In conjunction with the Federal

Trade Commission, this Act does not require that
manufacturers offer warranties, but sets standards
for manufacturers who do offer full warranties and

1imiéed warranties:

ENVIRONMENTAL RULES AND REGULATIONS

The small business owner will need to be aware of
regulations affecting solid waste disposal, air,
and water pallﬁtign‘reggiitiénsi For more informa-

tion. contact the appropriate office of your state

Environmental Protection Agency.

TAXES

Income Taxes. .JIncome taxes are paid on an employee's

and employer's gross income. The amount of federal
incoime tax an entreprencur pays depends on the income
of the firm.. The type of business structure--sole

proprietorship, partnership, or corporation, as well

as any other income, exemptions, and personal dedu tioms

96
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(nonbusiness deductions) all determine the amount of

.federal income tax a business owner pays.

\ Withholding Income Taxes. Employees make federal
income tax payments each payday through the employer.
The employer "withholds" these taxes and passes these

payments én;ﬁa the government at state inftervals of

time. If employees are hired, the employer has the

ance Certificate." On the form the employee lists the

exemptions and additional withholding allowances

claimed.. This;cﬂmpleied form gives the employer the
authority to withhold income tax according to the
withhglding tables issued by the Internal Revenue
Serviée-(IRS)i At the end of the year, the employer

pfafides each person employed by him or her during the

previoius yea: with a W-2 form listing total wages and

> : taxes deducted for the entire year.

Social Security Taxes. Taxes paid by the employee and
4 matched by the employer for receipt of Social Security
. benefits by employee. Business owners wishing to have

3 i : !
Social Security retirement must pay the tax for them-
‘ : {

selves.

o
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Unemployment Taxes. Tirms are liable for federal un;
emﬁlcyment taxes if the owner paid wages of 51,500 or
more in any calendar quarter or had one or more em-
ployees working at least some portion of one day during
Ewénty or more calendar weeks. The twenty weeks do not
have to be consecutive. Federal unemployment tax is

pald by the employer, and not deducted from the employee's

wages. Federal unemployment tax must be paid on or

before each January 31 for the preceding year.

gggggfgﬁdﬂLacal Taxes. State taxes vary from state ‘o

state. Iﬁé three major types Df.étaﬁe taxes are unem-
ployment taxes, income taxes, and sales taxes. Many
local g@Véfnﬁénts also héve income and sales taxes.

It is éSSEntial ta’knaw what taxes--and haw-mucﬁis

an entrepreneur is required to pay by both state and

local governments,

® o g
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CHECKLIST

PERSONNEL RULES AND REGULATIONS
____ ~ Fair Labor Standards Act
o Worker's Compensation

Equal Employment Opportunity Act

o Unemployment Compensation’

Employee Retirement Income Security Act

Federal Zocial Security Act
z 3

Clavton Act
Robinson-Patman A"

Redale Price Maintenauce Laws

Yedrral [rade Commission Act
Federal Food, Drug, and Cosmetic Act

Féir"Pa:kagiﬁg=and Labeling Act

Tredit Protection Act

Lauans Cre fli Opportunity Act

SATEXY RULES A

iy,

Ucdurarional Saféty and Health Act
' Child Protection .and Toy Safety Act

Consumer Products Safety Act

99
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WARRANTY AND TRADEMARK RULES AND REGULATIONS

Lanham Tgadamark Act

Magnusen-Moss Warranty - Federal Trade Commis-
sion Improvement Act

4
3

ENVIRONMENTAL RULES AND REGULATTONS

Federgl Standards
: |
StategStaﬁdardS

Tngamé Taxes .
Withholding Income Taxes

éaciél Security Taxés

PUﬁeﬁplﬁyment Taxes - I
Staté Taxes

Local Taxes

J
I
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A Prcbgram for Becoming An Entrepreneur
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m Entrepreneurship Government Regulations
And Small Business

THE NATIONAL CENTER
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USING THE INSTRUCTOR'S GUID

The Instructor’s Guide contains the following:

e Teaching/Learning Objectives {identical to the Teaching/
Learning Objectives found in the PACE unit) -

e Teaching/Learning Delivery Suggestions

e Pre/postassessment Suggested Responses

_ This information is geared towards the three levels of learning, and is designed
for' use as a supplemental teaching aid. Additional instructions for using PACE,
sources of information, and an annatated glossary can be found in the PACE -

RESDI;IFCE Guide.
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PRE/POSTASSESSMENT
SUGGESTED RESPONSES

EXPOSURE

1.

Competition Protection

-Consumer Protection

income tax.

Responses should note purpose, persons benefiting from, and effectiveness of requlations.

A business license or permit is an authorization or a formal permission to operate a
business. Pharmacies, real estate brokerages, barbers, beauty salons, building contractors,
and CPA accounting firms are often licensed. o

Federal Legislation Classification Law

Occupational Safety and Health Act
Fair Labor Standards Act

Equal Employment Opportunity Act
Federal Social Security Act

National Labor Relations Act

Employee Protection

The Sherman Antitrust Act
The Clayton Act
o o : Robinson-Patman Act

: The Lanham Trademark Act

The Equal Credit Opportunity Act

The Fair Credit Billing Act

The Consumer Credit Protection Act

The Credit Reporting Act

Federal Food and Drug and Cosmetic Act
Fair Packaging and Labeling Act

Textile Fiber Products Identification Act

Miost entrepreneurs are required to pay Social Security taxes and corporate or individual

State and local taxes may include: gross receipts and sales taxes, business real estate and
personal property taxes, capital stock taxes, business automobile and truck licenses,
inspection taxes. ¥ ‘

EXPLORATION

1?;

Five areas in which legal problems may deveip/p include (a) contracts and agreements,
(b) zoning, (c) verbal agreements, (d) insurance contracts, and (e) mergers. Many more

areas are listed in the unit. /

- The Federal-Communications Commission (FCC) licenses radio and television station _
- operators. The Civil Aeronautics Board (CAB) licenses airlines and private aircraft pilots.

12
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4,

5.

~tend to create a monopoly.

The Sherman Act was created to prevent businesses from restraining trade and

- monopolozing markets. The Clayton Act prohibits price discrimination, exclusive

agreements, and acquisition of the stock of another company when the effect would
tend to lessen competition or create a monopoly. The Robinson-Patman Act prohibits
price discrimination among different Ppurchasers of commaodities of like grade and
quali;vifzgh%ﬁecgﬁﬁfsugh discrimination may euhstar ramnati -

Actariti lagenn. o

Retailers who seli consumer products priced above $15 and who offer warranties

must comply with the Magnusen-Moss Warranty Act. These retailers must (a) tell what
the warranty covers, (b) tell what the warranty does not cover, (c) tell what the
warrantor will do should the product fail, and (d) provide step-by-step instructions to
the purchaser to get the warranty honored.

The business owner assumes the roles of tax debtor and tax agent.

PREPARATION/ADAPTATION

1.

p!'l\

Responses should reflect an understanding of the different types of government rules
and regulations and their effect on the small buﬁ’n{ﬁ venture.

"Outline should note steps that should be followed when the small business owner

assumes tax agent role.

(a) The Federal Trade Commission (FTC) is an administrative body of experts that
determines and prohibits unfair methods of competition, (b) The Food and Drug
Administration (FDA) is responsible for regulating all foods, except red meats, poultry,
and eggs. Ail coloring ingredients in cosmetics must be proven safe by the manufacturers
and certified by the FDA. In addition, the FDA muyst approve the effectiveness of
medicines sold in the U.S., (c) The Occupational Safety and Haalth Administration
(OSHA) administers the Occupational Szfety and Health Act, (d) The Equal Employ-
ment Opportunity Commission (EEQC) enforces laws designed to promote equal
employment opportunity. ' .

The Magnusen-Moss ““Truth-in-Warranties” Act (1975) is designed to “improve the
adequacy of information available to.the consumer, prevent deception, and improve
competition in the r‘narkeﬁng\cf consumer products.”” An implied warranty is based on
common lzw and merely warrants that the product will perform the function it was
designed to perform. Expressed warrantie s are normally written expressions of the post-
purchase responsibilities of both the buyer and the seller.

The program should include provisions for and methods of documenting compliance

"with OSHA regulations and EEOC requirements,




The PACE series consists of these parts and units.

PART I: GETTING READY TO BECOME AN ENTREPRENEUR

Unit B: Are You an Entrepreneur?

Unit C: How to Succeed and How to Fail

PART II: BECOMING AN ENTREPRENEUR
Unit A: Developing the Business Plan
Unit B: Where to Locate the Business
Unit C: Legal Issues and Small Business
Unit D: Govermment Regulations and Small Business
Unit Et Choosing the Type of Dwﬂer§h1§
Unit F: How to Finance t.ne Business

Unit G: Resources for Managerial Assistance

PART I1I: BEING AN ENTREPRENEUR

Unit A: Managing the Business

Unit B: dFinancial Management

Unit C: Keeplng the Business Records
Unit D: Marketing Management
Unit E: Successful Selling
Unit F: Managing Human Resources
Unit G: RCémmunity Relations

Unit H:. Business Protection

RESOURCE GUIDE
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